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institution reached its quota of $1,000,- 
000 in four days and expected to reach 
$2,000,000 before the close of the drive 
early this month. . 

Officers and directors were re-élected 
at the annual meeting of the bank and 
William M. Kirchhoff was made man- 
" ager of the credit department. 


NORFOLK BANKS MERGE 


THREE Norfolk, Va., banks, the Na- 
tional Bank of Commerce, the Norfolk 
National Bank and the Trust Company 
of Norfolk, were merged to form one 
large organization, which opened for 
business January 10. The new bank, un- 
der the title of the Norfolk National 
Bank of Commerce & Trusts, has its 
headquarters in the building of the Na- 
tional Bank of Commerce. The Trust 
Company is continuing its operations in 
its former home, which will later become, 
it is expected, the Granby street branch 
of the institution. The new bank opened 


with a capital of $2,500,000, surplus , 


and undivided profits of the same amount 
and total resources of more than $40,- 
000,000. 

The personnel of the new institution 
is as follows: R. S. Cohoon, president; 
A. E. Wharton, vice-president and cash- 
ier; Tazewell Taylor, C. W. Grandy, A. 
B. Schwarzkopf, H. M. Kerr, J. B. Dey, 
Jr, A. W. Brock, C. S. Witehurst, A. 
L. Eggleston and Z. A. Gay, vice-presi- 
dents; R. C. Taylor, and R. Cornelius 
Taylor, assistant vice-presidents; C. S. 
Phillips, I. T. Van Patten, Jr., F. C. 
Schmoele, E. D. Denby, R. H. Moore 
and S. E. Tudor, assistant cashiers; J. H. 
Fanshaw and H. B. Reardon, auditors, 
and Charles Webster, trust officer. 


CALIFORNIA BANK BUYS TWO 
BRANCHES 


CaLirorniA Bank, Los Angeles, has ac- 
quired two new banks, the Community 
Bank of Bell, California, and the Bank 
of Lomita, Lomita, Calif., both of which 
will be operated as branch office of Cali- 


fornia Bank. The announcement of the 
purchase was made recently by A. M. 
Chaffey, president of California Bank. 

The addition of the two new offices 
brings the total of California Bank of- 
fices up to forty-six. 


HAS NEW DIRECTOR 


AT the annual meeting of the Union 
Trust Company, Chicago, Warren 
Wright, president of the Calumet Bak- 
ing Powder Company, was elected to the 
board of directors. 

Following the stockholders’ meeting, 
the board of directors announced the fol- 
lowing promotions and new additions to 
the present official staff: C. B. Carter, 
from assistant cashier to assistant vice- 
president; W. A. Zimmerman, M. H. 
Thies, C. J. Maurer, E. S. Clark, and 
R. §S. Carr, assistant cashiers. 

The directors also voted to transfer 
$1,000,000 from undivided earnings to 
surplus, making the surplus $4,000,000. 


PERCY H. JOHNSTON SEES 
PROSPEROUS 1927 


In his annual report to the stockholders 
of the Chemical National Bank, New 
York, Percy H. Johnston, president of 
the institution, said concerning the na- 
tion’s business conditions, “American 
business has, on the whole, been pros- 
perous during the last year; prospects 
for next year are more than satisfactory. 
. . . Present indications are that ease in 
credit, due to our enormous supply of 
monetary gold in conjunction with a fall- 
ing commodity price level, will continue, 
as will the policy of ‘hand to mouth’ buy- 
ing made possible through greatly im- 
proved transportation facilities. The 
enormous purchasing power of the nation 
due to increased wealth and the complete 
employment of labor at high wages, as- 
sures a continued large demand for man- 
ufactured products.” 

The last year was the best in the 
Chemical’s 102 years of existence, ac- 
cording to Mr. Johnston. Total net earn- 
ings for the year ending December 31, 
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1926, were $2,090,628. This included a 
24 per cent. dividend to stockholders, 
$1,000,000 added to the surplus account 
and $10,628 added to the undivided 
profits account. The capital of the bank 
is to be increased from $4,500,000 to 
$5,000,000. 

During the last year the directors voted 
to move the main office of the Chemical 
from 270 Broadway to a new six-story 
building, especially designed for bank- 
ing, to be erected at the corner of Broad- 
way and Cortland street, connecting 
with and forming part of the thirty-two 
story Benenson building. Several branch 
offices will also be established during this 
year, Mr. Johnston announced. 


COMING BANKERS’ 
CONVENTIONS 


AMERICAN BANKERS ASSOCIA- 
TION, Houston, Texas, week of October 24. 
Executive manager, F. N. Shepherd, 110 East 
Forty-second street, New York City. 

AMERICAN BANKERS ASSOCIA- 
TION, executive council, Hot Springs, Ark., 
week of May 1. Executive manager, F. N. 
Shepherd, 110 East Forty-second street, New 
York City. 

ALABAMA BANKERS ASSOCIATION, 
Birmingham, May. Secretary, H. T. Bartlett, 
American Trust & Savings Bank, Birming- 
ham. 

ASSOCIATION OF RESERVE CITY 
BANKERS, Pittsburgh, Pa., May 19-21. 

CALIFORNIA BANKERS ASSOCIA- 
TION, Del Monte, May 18-21. Secretary, 
Frederick H. Colburn, 628 Mills Building, 
San Francisco. 

CANADIAN BANKERS  ASSOCIA- 
TION, Montreal, November 11. Secretary, 
Henry T. Ross, Dominion Express Building, 
Montreal, Quebec. 

CORPORATE FIDUCIARIES' CON- 
FERENCE (under the auspices of the Trust 
Company Division, American Bankers Asso- 
ciation) New York City, February 16-18. 
Headquarters, Waldorf Astoria Hotel. 

DELAWARE BANKERS  ASSOCIA- 
TION, Wilmington, March 3. Headquarters, 
Hotel dePont. Secretary, W. K. Ayres, as- 
sistant treasurer Wilmington Trust Company, 
Wilmington. 

FINANCIAL ADVERTISERS’ ASSO- 
CIATION, mid-year conference, New Or- 


leans, March 10-12. Executive secretary, 
Preston E. Reed, 231 South LaSalle street, 
Chicago. 

GEORGIA BANKERS’ ASSOCIATION, 
Atlanta, May 16-18. Secretary, Haynes Me- 
Fadden, 101 Marietta street, Atlanta. 

IDAHO BANKERS ASSOCIATION, 
Hayden Lake, June. Headquarters Bozanta 
Tavern. Secretary, J. S. St. Clair, vice-presi- 
dent Boise City National Bank, Boise. 

ILLINOIS BANKERS ASSOCIATION, 
Danville, June 23-24. Secretary, M. A. 
Graettinger, 208 South LaSalle street, Chi- 
cago. 

KANSAS BANKERS’ ASSOCIATION, 
Manhattan, May 18-20. Headquarters, Kan- 
sas State Agricultural College. Secretary, 
W. W. Bowman, Hotel Kansan, Topeka. © 

MISSISSIPPI BANKERS  ASSOCIA- 
TION, May 10-11. Secretary, George B. 
Power, Capital National Bank Building, 
Jackson. 

MISSOURI BANKERS ASSOCIATION, 
May 17-18. Secretary, W. F. Keyser, Sedalia. 

NEW MEXICO BANKERS ASSOCIA: 
TION, Deming, October. Secretary, M. F. 
Barnes, First National Bank Building, Albu- 
querque. 

NORTH CAROLINA BANKERS ASSO- 
CIATION, Pinehurst, April 21-23. Head- 
quarters, Carolina Hotel.‘ Secretary, Paul P. 
Brown, Raleigh. 


NORTH DAKOTA BANKERS ASSO- 
CIATION, Jamestown, June. Headquarters, 
Gladstone Hotel. Secretary, W. C. Me 
Fadden, 54 Broadway, Fargo. 

OKLAHOMA BANKERS _ ASSOCIA- 
TION, Oklahoma City, May 10-11. Head: 
quarters, Huckins Hotel. Secretary, Eugene 
a Gum, 907-8 Colcord Building, Oklahoma 

ity. 

OREGON BANKERS ASSOCIATION, 
Gearhart-by-the-Sea, June 3-4. Secretary, 
Andrew Miller, 914 Porter Building, Port- 
land. 

SOUTH DAKOTA BANKERS ASSO- 
CIATION, Deadwood, July 1-2. Head- 
quarters, Franklin Hotel, Secretary, Geo. A. 
Starring, Huron. 


TEXAS BANKERS ASSOCIATION, EI 
Paso, May 10-12. Secretary, W. A. Philpott, 
Jr., Dallas. 


VIRGINIA BANKERS ASSOCIATION, 
Virginia Beach, June 23-25. Secretary, Scott 
Irby, Kenbridge. 


WASHINGTON BANKERS ASSOCIA: 
TION, Tacoma, June. Secretary, J. W. Bris: 
lawn, Alaska Building, Seattle. 


WISCONSIN BANKERS ASSOCIA: 


TION, Madison, June 21-23. Secretary, Wall 
G. Coapman, 717 Caswell Block, Milwaukee. 
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ms THE NEW BANKING LAW 
Ps Wi has been referred to for restriction on their branch activity will 


several years as the ““McFad- amount to much. 

ION, den Bill” now becomes the Obviously, it would be unreasonable 
Kan- “McFadden Law.” to expect Congress to impose restrictions 
etary, As this measure has been frequently of any kind beyond its powers. But 
-_ yi explained in these pages, it is unnecessary since the restrictions in this case are 
mo 4 to rehearse its provisions now. rather negligible, especially when offset 
iding, Controversy has prevailed as to just by the extensions, it hardly seems ac- 
what the new law intends. Is its purpose curate to style this “an anti-branch bank- 
ION, to extend branch banking or to circum- ing measure.” Legislating on banking is 
dalia. scribe it? Since the law enlarges the -or at least ought to be—a serious mat- 
branch privilege of national banks, it ter, and pretending to do one thing while 
would seem to that extent to be an ex- actually doing something else is hardly 
tension of branch banking. Indeed, a consistent with the dignity supposedly 

main purpose of the measure was to put attaching to banking legislation. 
the national banks more nearly on an The operations of the new law will 
equality with state banks regarding be studied with interest. It will be 
branches. There was general agreement surprising if it does not result in the 
arters, as to the desirability of doing this if the multiplication of branches of national 
Me: national banks were to hold their own in banks, and equally surprising if it great- 
competition with the state banks. ly interferes with the growth of branch 
\CIA- Mr. McFadden, chairman of the banking among the state banks. Should 
Head: Banking and Currency Commitiee of the this be the effect of the new law, it must 


rae House, says of the new law: be inferred that it was so intended. 
“It is an anti-branch banking measure Thoughtful observers of the present 

ION, severely restricting the further spread of financial situation can but regret the ac- 
etary, branch banking in the United States.” tion of Congress in rechartering the Fed- 
Post But he took care to make the follow- eral Reserve Banks without correcting 
\SSO- ing qualification of this statement: the inflationary features of the Federal 
Reserve Act as amended. This was an 
Congress, the bill as here proposed re- OPportune time to make improvements in 
stricts the future establishment of that law, and the failure to do so can 
branches to the corporate limits of a few but be considered as unfortunate. 
large cities of the United States. This It can hardly be claimed for the new 
‘ION, restriction applies both to national and law that it will make banking any safer, 
Scott state member banks of the Federal Re- and that would seem to be, under present 

serve System.” conditions, the most desirable aim of 
CIA: And there it stops, because Congress banking legislation. 
, Bair has no power to extend the restriction. Laws enacted by Congress rarely rise 

The membership of state banks being so much above the level of public intelli- 
oe few, it can hardly be supposed tlat this gence. And the level of public intelli- 
aukee. 363 
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gence as related to banking has not yet 
attained to the height of Mount 
Everest. 


USE OF MONEY IN ELECTIONS 


EALTH is being subjected to 
criticism for its contributions 
made with the apparent pur- 


pose of influencing the result of elec- 
tions. The growth in _ population, 
changed methods in regard to publicity. 
and the large increase in the number of 
voters, actual or potential, since the 
adoption of woman suffrage, have all 
tended to add to the cost of obtaining 
office. The direct primary has practical- 
ly called for double expenditure. 

In the old days a candidate was pretty 
well known in his state or district, either 
personally or by reputation. Now he 
must make himself known; and, with so 
much noisy competition, the task is not 
an easy one. He finds himself compelled 
to spend money; and, lacking it on his 
own account, he must look to his friends 
for help. These friends may be personal 
or political, or they may consist, to some 
extent, of those whose contributions are 
prompted by a lively expectation of 
favors to come. This latter kind of con- 
tributions occasions the severest criticism. 
But it may be doubted whether the finan- 
cial magnate, especially if of wide ex- 
perience and keen knowledge of human 
nature, ever expects to realize on his 
political contributions. He charges them 
off at the outset if he is wise. 

In considering political contributions, 
it must be remembered that the signifi- 
cance of a gift is not necessarily in pro- 
portion to its size. The magnate who 
gives a thousand may not relatively tax 
himself more than the ordinary citizen 
who gives a hundred. 

Recently the part played by the use 
of wealth in elections has attracted at- 
tention in Senate contests in Illinois and 
Pennsylvania. The Senate has denied a 
seat, pending a hearing, to Col. Frank 
L. Smith, who was appointed by the 


——. 


Governor of Illinois to fill a vacancy 
caused by the death of Senator McKin- 
ley. Col. Smith was also elected at the 
November election to the full term of six 
years. Refusal to administer the oath of 
office was based on the assertion that in 
his primary campaign he had received a 
large contribution from the head of a 
well-known Chicago public utilities con- 
cern. 

As the Constitution itself prescribes 
the qualifications of a senator, and does 
not say anything about contributions of 
money, the claim is made that Col. Smith 
is entitled to his seat. The House and 
Senate, under the Constitution, are made 
the judges of the election and qualifica- 
tions of their members. As there was no 
question as to the legality of Col. Smith's 
claim to his seat, he having been law 
fully appointed by the Governor, the con- 
troversy hinged on the meaning of the 
word “qualifications” as used in the Con- 
stitution. Did that instrument mean to 
limit the word to embrace only those 
qualifications specified, or was it the in 
tent to enlarge the term so as to include 
objections of whatsoever kind the 
Senate itself may raise? Should the lat: 
ter view prevail, we should have elec 
tions to the Senate made virtually by the 
Senate instead of by the states. Members 
elect might be rejected because they were 
protectionists or free-traders, or because 
they were “wet” or “dry.” As the 
principle of conforming to the tastes of 
the Senate expanded, the fat and lean 
would alternately be excluded. There 
is a classical example of objection on the 
latter score. Julius Caesar did not 
like Senator Cassius because of his 
spareness. Not only was he declared to 
have a lean and hungry look, but was 
given to the unfashionable habit of think- 
ing too much—obviously a disagreeable 
quality. 

Coming down the dusty lane of an 
tiquity, it is found that Henry Clay was 
a fairly good poker-player, and Daniel 
Webster somewhat bibulous. But their 
qualifications for membership in the 
Senate were not challenged. 
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Perhaps a state is entitled to such 
snators and representatives as its people 
desire. True enough, the inordinate use 
of money may hinder a free expression 
of the popular will. 


PRESERVING MONETARY 
STABILITY AND CREDIT 


the Great War, England was one 

of the countries that resolved at the 
earliest practicable moment to return to 
the gold standard and to provide for 
meeting the huge obligations incurred in 
carrying on the conflict. These steps 
were both taken, and to take them re- 
quired great courage and entailed much 
hardship. So far as relates to the return 
toa gold standard, the hardship was less 
srious and lasting than in respect of the 
debt payments. But it is the opinion of 
Winston Churchill, Chancellor of the 
Exchequer, that both steps were wise. 
Speaking recently in regard to these mat- 
ters, he said: 

“I was much criticized myseif for re- 
turning to the gold standard in England 
two years ago, and Prime Minister Stan- 
ley Baldwin was also scolded for his set- 
tlement of the American debt. But I 
think experience has shown that the gain 
exceeded the loss. After all, a strict 
stable finance and firm national credit 
are the only foundations on which the 
material prosperity of a nation can be 
maintained over a long period of time.” 


ie the troubled conditions following 


There is not complete agreement as 
yet, even among bankers, as to whether 
the return to a gold standard might not 
have been made in a more leisurely man- 
ner. Evidently, Mr. Churchill acted ac- 
cording to Horace Greeley’s dictum, that 
“the way to resume is to resume.” 

Recently the rigidity of the note issues 
of the Bank of England have been sub- 
jected to criticism, one well-known 
London banker coming out in favor of 
something like our Federal Reserve Sys- 
tem. No doubt, should this suggestion 
be adopted, England would experience 


the stimulating influences of inilation; 
but perhaps there—as ultimately must 
be so here—this stimulation would be 
followed by periods of rest and recupera- 
tion, to be profitably employed in con- 
sidering whether a less exhilarating cur- 
rency might not after all have been the 
safest and best. 


THE REAL BASIS OF BANKING 


ANKING is quite commonly 
looked on in the light of an in- 
strumentality created and man- 

aged by large capitalists. But an exam- 
ination of the constitution of the funds 
of the average bank will show that this 
idea of a bank is wrong. Not many 
banks are owned by a few big capitalists. 
As a rule there are numerous share- 
holders whose individual stake in the in- 
stitution is not large. When we come 
to examine the deposits, we find that 
their number is much greater than those 
of shareholders. Both with respect of 
the capital and deposits the funds of a 
bank are supplied chiefly through sav- 
ings. This fact was thus stated by Sir 
Drummond Fraser in an article in the 
Bankers Magazine of London: 


“If anyone doubts the power of the 
small investor, permit me to call atten- 
tion to a few facts, which one caw ascer- 
tain and confirm for oneself. One knows 
that successful banking is nothing more 
than successful lending. And one can- 
not lend unless one has first the real de- 
posits—-savings. Therefore bankers must 
concentrate their attention first of all 
upon securing the deposit of savings 
which are made in small amounts by 
millions of people throughout the land. 
A branch which gathers savings but does 
not lend much may by itself be un- 
remunerative, but because it provides the 
raw material for the lending branches it 
is worth (to the bank) its weight in gold. 
A lending bank does not amalgamate 
with another lending bank. It must, to 
justify such a transaction, acquire a bank 
which secures deposits in the form of 
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savings. 
banking.” 


Savings are the real basis of 


Doubtless this truth may not be well 
understood by the savings depositor who 
puts by a small sum weekly. He would 
probably be surprised that he constitutes 
one of the main bulwarks of banking. As 
a matter of fact, he does more than this, 
for his savings help to support the entire 
commercial and industrial fabric. 

Of course, the income on capital 
which may be reinvested is in a little 
different class from wage savings. But 
it is a form of savings nevertheless. 


AUTHOR OF THE FEDERAL 
RESERVE ACT 


claimants to the honor of Homer's 

birthplace. There are perhaps an 
equal number of contestants for the 
honor and fame supposing to attach to 
the authorship of the Federal Reserve 
Act. 

Senator Glass, who was chairman of the 
Banking and Currency Committee of the 
House, and who certainly had much to 
do with framing the measure, has lately 
contributed a series of articles to the 
New York Evening Post giving the his- 
tory of this important piece of banking 
legislation. Mr. Glass has furnished 
much interesting information on the 
subject, some of which was not well 
known even if it had ever before been 
published. He confirms the impression 
that had long prevailed as to William 
J. Bryan’s influence in helping put the 
act through Congress. 

Mr. Glass deals with the charge that 
the Federal Reserve Act was of Wall 
Street origin. He presents facts which, 
he thinks, explode this charge. But on 
the heels of this confident assertion 
comes a letter from Professor Seligman 
of Columbia giving credit to Paul War- 
burg for the authorship of the act. This 
is coming perilously near Wall Street. 


S EVEN cities are said to have been 


Senator Glass has published a refuta- 
tion of Professor Seligman’s claim. 
Giving due credit to Mr. Warburg, 
Mr. Glass, and others, perhaps the truth 
is that, whoever drew the act itself, many 
minds contributed to its make-up. The 
Federal Reserve Act did not grow up in 
a night, and the ideas contained in it 
are not the product of a single mind. 
Mr. Glass, having been so closely 
identified with this great piece of con 
structive legislation, could hardly be ex- 
pected to preserve the impartial attitude 
desirable in the writer of history. But 
he has presented many valuable docu- 
ments and much illuminating comment 
on the course of the bill through Con- 
gress. It it fortunate for the student of 
our banking history that he has done this. 


DEATH OF MR. GAGE 


known in their day than Hon. Lyman 

J. Gage, who died recently at his 
home in California at the age of 90. He 
began life in a very modest way in New 
York State, later gravitating to Chicago, 
where he became cashier and finally 
president of the First National Bank. 
He was prominently identified with civic 
affairs in that city, and gradually at- 
tained national prominence, which was 
increased when he became Secretary of 
the Treasury in 1897, a position he held 
for six years, and which he administered 
with conspicuous ability. He rendered 
the country notable service in floating 
popular loans at advantageous rates dur- 
ing the Spanish-American War, and was 
instrumental in securing the enactment 
of the Act of March 14, 1900, more 
firmly committing the country to the gold 
standard. He had a correct understand: 
ing of the principles of banking and cur- 
rency, and the ability to state his views 
with clearness and force. In support of 
these principles he never wavered, and 
he exercised a conservative influence on 
banking and currency legislation 


» ted bankers in America were better 
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GUARDING AMERICA’S WEALTH 


Some Observations and Statistics on the Development of the Sate 
Deposit Business 


By GEorGE G. BRADFORD 


Mr. Bradford is manager of the Union Safe Deposit Vaults, Boston. He is also ex- 
president and member of the executive council of the Massachusetts Safe Deposit Association 
and a member of the National Safe Deposit Advisory Council. Mr. Bradford's article is the 
first of a series which will appear in THE BANKERS MaGazINE during the coming year 
covering every phase of safe deposit management and operation. 


American invention. It is also a 

very recent one. Indeed, a new 
profession was created in June, 1865, 
when Francis H. Jenks of New York or- 
ganized and opened for business the first 
safe deposit vault in the world. 

The novel feature of the new enter- 
prise was the offering to a community 
of individuals the strength and security 
cf a massive community vault and to 
each individual the independent control 
of his own private safe and its contents. 
This was secured by the ingenious in- 
vention of the safe deposit lock with its 
two keys—the guard key held by the 
vault custodian, the customer's private 
key fitting the customer’s own safe and 
giving to him its exclusive control. This 
invention met two of the most distin- 


[ae modern safe deposit box is an 


guishing characteristics of our American 
life—our love of independence and our 
capacity for community effort. 

There is nothing new in using a com- 
munity vault for the safe keeping of 
private wealth. For centuries the banks 
have used their strong vaults for the 
“safe keeping” of the securities and per- 
sonal wealth that their customers have 
brought them. 

In the Middle Ages the goldsmith’s 
strong box was the community place of 
safe deposit. In classic times it was the 
temple and in prehistoric times it was 
the circular earthwork into which pre- 
historic man drove his four-footed 
treasure for safe keeping against the 
night raiders and hold-up men of his day. 

There is nothing new about a com- 
munity place for the safe deposit of per- 
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sonal wealth. The distinctive feature of 
this new American invention was in 
renting to an individual space in the 
community vault under conditions which 
gave that individual privacy and exclu- 
sive control over his own property. 

The legal relationship thus created was 
novel. Even the rich heritage of our 
ancient common law has no exact 
precedent for determining the true re- 
lationship between the renter of a safe 
deposit box and the safe deposit vault. 
General principles were the main aids to 
the courts which dealt with the early 
cases arising under the novel conditions 
of the business. 


FIRST VAULTS 


The first safe deposit vault to be or- 
ganized was the Safe Deposit Company 
of New York, which opened for busi- 
ness in June, 1865, just at the close of 
the Civil War. It met an immediate 
need. The patriotic citizens of the day 
had invested very heavily in Government 
bonds and needed a safe place in which 
The new venture was 


to keep them. 
therefore an immediate success. 


jfiliths 


The second safe deposit vault was 
opened in Philadelphia on November 26, 
1866, by the Fidelity Trust Company. 

The third vault was-opened in Boston 
at 40 State street, January 1, 1868, by 
Col. Henry Lee, under the name of the 
Union Safe Deposit Vaults. This third 
vault, equipped as first built, is still 
standing, although no longer used— 
probably the oldest existing safe deposit 
vault in the world. 

Other sections of the country followed 
New York’s lead slowly; New Orleans 
in 1870 opened the Louisiana Savings 
Bank and Safe Deposit Company; Chi- 
cago in 1871, the Fidelity Safe Deposit 
Company. In 1874, Denver and St. 
Louis both opened vaults. The Union 
Deposit and Trust Company of Denver 
says that its vaults are the “oldest west 
of the Missouri River,” and that they 
“still have in their possession, although 
not in use, the original safe deposit 
boxes which were shipped from the Mis- 
souri River across the plain by ox 
teams.” 

Following is a partial list of the 
pioneer vaults that were started during 


The above and the illustration on the previous page are two views of the safe 
deposit vaults of the Trust, Security and Safe Deposit Company which was formerly 
owned by the Wayne County Savings Bank, now the Wayne County & Home 


Savings Bank, Detroit. 


These views were taken from an illustrated guide and 


souvenir of Detroit published in 1891. 
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the first fifteen years of the safe deposit 
business, so far as reported. 

It is interesting to note how few vaults 
were started then and that all but four 
were organized especially to do a safe 
deposit business, as their names indicate. 
Bankers began to open safe deposit de- 
partments about 1880. Two of the four 
banks listed below opened their depart- 
ments in 1879. 


PIONEER SAFE DEPOSIT VAULTS 
1865-1879 


June, 1865, Safe Deposit Company of 
New York, New York City. 

November 26, 1866, Fidelity Trust 
Company, Philadelphia. (Present name 
Fidelity-Philadelphia Company.) 

January 1, 1868, Union Safe Deposit 
Vaults, Boston. 

January 1, 1869, Long Island Safe De- 
posit Company, Brooklyn, N. Y. 

March 29, 1869, Safe Deposit Com- 
pany of the City of Rochester, Roches- 
ter, N. Y. (Present name Rochester 
Trust & Safe Deposit Company.) 

May, 1869, Worcester Safe Deposit 
& Trust Company, Worcester, Mass. 
(Vault business now conducted by 
Worcester Safe Deposit Vaults, Inc.) 

October 15, 1870, Louisiana Savings 


Bank & Safe Deposit Company, New 
Orleans. 

June 1, 1871, Fidelity Safe Deposit 
Company, Chicago. 

1872, Portland Safe Deposit Com- 
pany, Portland, Maine. 

January 1, 1872, Wayne County & 
Home Savings Bank, Detroit. 

1873, Rhode Island Safe Deposit 
Company, Providence, R. I. 

1874, Guarantee Trust & Safe De- 
posit Company, Philadelphia. 

March 23, 1874, Denver Safe De- 
posit & Savings Bank, Denver. (Present 
name Union Deposit & Trust Company.) 

1874, St. Louis Safe Deposit Com- 
pany, St. Louis. (In 1902 absorbed by 
Mercantile Trust Company.) 

1875, Mercantile Safe Deposit Com- 
pany, New York. 

1875, Boston Safe Deposit & Trust 
Company, Boston. 

1876, Security Safe Deposit Company, 
Boston. 

1879, First National Bank, Chicago. 

March, 1879, Girard Trust Company, 
Philadelphia. 

EUROPEAN VAULTS 

Europe followed America’s lead in the 

new venture. The safe deposit vaults 


Entrance to the safe deposit vaults of the Lincoln Safe Deposit Company, from 
an illustration appearing in Harper's Weekly in 1883 shortly after the opening. 
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Original safe deposit boxes of the Union Deposit and Trust Company, Denver, 
which were brought across the plains by ox teams in 1874. The locks are the old 


fashioned two-key locks. 


The first key raises the little shutter in the center of 


the door behind which shutter is the second key hole which is unlocked by the 
second key. 


opened in London, Paris, Rome and other 
financial centers all had the distinctive 
safe deposit lock with its guard key and 
customer’s key and methods cf organ- 
ization similar to those adopted by the 


best managed vaults in America. Cer- 
tain distinctive local customs grew up 
in the different countries very interest- 
ing to a traveler versed in safe deposit 
lore. 

In France, for instance, there has been 
adopted a method of vault construction 
called the “divided risk,” that reflects the 
people’s bitter experiences from foreign 
invasions and social revolutions. All 
the newest and strongest vaults are 
built, each with a large outer vault with 
massive walls and ponderous doors like 
our American vaults, then within are 
placed small burglar-proof safes, within 
which are the safe deposit boxes, fifty or 
sixty only in each safe. 


When a customer wishes to visit his 
box the burglar proof safe has first to be 
opened, then the guard key used, as with 
us. When the customer is through, his 
box is locked and the safe is then locked, 
a slow and somewhat cumbersome 
process for the impatient American. 

This is the cautious French method 
of guarding against riots, and proved 
very effective during the World War in 
baffling German raiders. 

In Roman vaults there is a most 
curious custom. Each keyhole is sealed 
by a metal strap locked into place 
by a padlock which the customer 
furnishes himself. The motley array of 
personally selected padlocks of all shapes 
and styles causes the speculative traveler 
to wonder at a civilization that produces 
a Mussolini—and “padlocks.” 

London, the great banking center of 
the world, has with characteristic con- 
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servatism held fast to its banking tradi- 
tions and still uses the true banking 
method of “safe keeping,” that of receiv- 
ing and holding securities of customers 
on deposit. None of the great London 
banks that the writer visited had safe 
deposit departments, while all the Paris 
banks had. 

In France the business is conducted en- 
tirely as a department of the banking 
business. In a very interesting French 
treatise on the safe deposit business just 
published, the statement is made that 
there are no independent safe deposit 
companies there. Yet the same French 
writer, a professor of commercial law, 
has a very clear conception of the differ- 
ent legal status of the bank depositor 
and the box renter. 


CONSERVATISM OF LONDON 


The London bankers, recognizing its 
distinctive character, organized the new 
business independently. The oldest and 
largest safe deposit vault in London does 
exclusively a safe deposit business and 
was organized for that purpose. 

It is a fact worthy of note that in New 
York State, where the business first 
originated as a separate business, there is 
on foot a movement pointing to a return 
to that policy. Within the last five years 
some forty safe deposit companies have 
been incorporated there, almost as many 
as in the previous fifty years. 

Our London neighbors are strikingly 
conservative in regard to mechanical 
devices for protecting their bank vaults. 
American bankers will be amazed to 
know that some of the largest and 
wealthiest banks in London, in erecting 
new bank vaults for their own securities 
and cash reserves, have found it unneces- 
sary or inadvisable to use combination 
locks, time locks, or electric protection. 
They have perfected methods of bank 
and community organization for the pro- 
tection of personal property so effective 
that these mechanical devices are ap- 
parently looked upon by them as non- 
essential. A notorious American safe 
breaker, hearing of the primitive types of 


safes used in England, went over and 
began safe breaking, made a few hauls 
with the greatest ease and was looking 
forward to making his everlasting for- 
tune, when suddenly he found himself 
arrested, tried, convicted and safely 
locked up. 

The whole of England appears to be 





Storage vaults of the Lincoln Safe 

Deposit Company, New York, repro- 

duced from a copy of Harper’s Weekly 
for July 21, 1883. 


organized upon the basis of responsibility 
—great freedom until something goes 
wrong, when the individual responsible 
is quickly and effectively eliminated or 
held to a “strict accountability.” 

A most delightful illustration of the 
English skill in protecting personal 
property without red tape or “padlocks” 
is their method of checking baggage. 
You take your baggage to the baggage 
room and say “Oxford.” “Very good, 
sir,” replies the baggage master. No re- 
ceipt, no check. When you arrive at 
Oxford you stroll down the platform, 
pick out a good looking pile of baggage 
and say to the porter, “That’s my lug- 
gage.” “Very good, sir,” he replies 
without question, and you walk off with 
it. Under this apparently reckless 
method, baggage in England is seldom 
lost or stolen. 

The people have developed the art of 
responsible management and have re- 
duced bank burglaries, defalcations, em- 
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-zzlements, pilferings and losses to a 
minimum. 

This should be of special interest to 
all banks doing a safe deposit business, 
as the experts on safe deposit protection 
have for years been preaching the doc- 
trine of trained and responsible manage- 
ment as the sine qua non of safety. 


PERIODS OF GROWTH 


A study of the growth of the safe 
deposit business brings out some signifi- 
cant facts. The sixty-odd years of this 
new business may be divided roughly into 
three periods: 

1. The post-Civil War period of about 
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twenty-five years—1865-1889 inclusive 
—a period of great danger, slow and 
conservative development and practically 
no losses. 

2. The anti-war period of twenty- 
seven years—1890-1916  inclusive—a 
period of relatively little danger, the 
rapid development of small safe deposit 
departments and numerous small losses, 

3. The World War period, from 1917 
to date—a period of great danger, slow- 
er development and many losses. A 
period also of co-operative organization 
of all institutions doing a safe deposit 
business, to establish conservative “cus- 
toms of the trade.” 








View of the vaults of the Guarantee Trust and Safe Deposit Company, 
Philadelphia; reproduced from an old pamphlet published probably in 


1875 just as the company’s building and vaults were completed. 


These 


vaults, which are still in use, were erected at a cost of $100,000 when 
“dollars were dollars,” an immense sum to spend in those days, but the 
company believes that it was money well spent for there never has been but 
minor repairing needed and only ‘ime locks and electric protection added. 
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A FEW STATISTICS 


Through the courtesy of the Massa- 
chusetts Safe Deposit Association the 
following data have been obtained 
through a questionnaire sent oui by the 
association to all the banks and safe de- 
posit vaults in New England. This 
questionnaire brought replies from 409 
institutions having safe deposit depart- 
ments, giving data that reflect fairly ac- 
curately the growth and present condi- 
tions in New England. Information re- 
ceived from correspondents in other sec- 
tions of the country indicates that the 
rate of growth has been similar in all 
sections. 


Total number of vaults in New Eng- 
land. Number replying to questionnaire, 


in the opening of new vaults. (See 
chart.) 
SIZE OF VAULTS 

No accurate data are obtainable as to 
the total number of safe deposit box 
renters in the country, but some sug- 
gestive data for New England have been 
obtained: 264 vaults in New England 
report 151,189 boxes rented; 130 vaults 
in New England report 103,849 boxes 
installed, but not all rented; total rented 
or installed 255,038. 

Of these 394 vaults, more than 60 per 
cent. report having less than 500 boxes 
each. 

From the three financial centers, Bos- 
ton, Worcester and Providence, where 
the three oldest vaults in New England 
are located, 29 vaults report 95,871 


GROWTH OF BUSINESS 
Banks and safe 


Numbers of vaults opened 
by periods 


Pioneer period 

Period of slow expansion 

*Rapid expansion or “cooky 
jar’ period 

War period 


1865-1889 
1890-1899 
1900-1916 
1911-1916 
1917-1926 





Totals 





deposit 
companies 
in New England in New York City 


Number 


+Deposit 
companies only 
in New York State 
Per 
cent. 
10.9 
2.1 


**Banks and safe 
deposit companies 


Per Per 
cent. Number cent. Number 
3.4 22 15.5 10 
14.6 15 10.5 2 
105 74 19 
13 34.8 


52.2 


48.2 
33.8 48 


100 92 100 


*For description of the difficulties of this period of rapid expansion and their remedy see 


paragraph headed ‘‘‘Cooky Jar’ Period.” 


**Includes banks and incorporated safe deposit companies engaged in the business in New 


York City only up to 1911. 


Data from “In the Cave of Aladdin’ published in 1911. 


tIncludes only incorporated safe aeposit companies, and indicates a tendency to incorporation 


and specialization during the last ten years. 


409; total number, estimated, 600-650. 
Total number of national banks, trust 
companies and savings banks in New 
England, 1176. Percentage of vaults in 
Proportion to this number, over 50. 

The total number of national banks, 
trust companies and savings banks in the 
United States is 29,745. 

The number of vaults in the United 
States is wholly conjectural but, from 
the above figures, it would seem to be 
safe to estimate the total as between 10,- 
000 and 15,000. Of these approximately 
one-half were opened during the brief 
Period of fifteen or twenty years before 
the World War. After we entered the 


War in 1917 there came a surprising drop 


boxes installed or rented, an average for 
those cities of some 3000 boxes. 

For the rest of New England the aver- 
age is a little more than 430 boxes to a 


vault. That looks very small, until one 
reckons up the contingent but unknown 
liabilities represented by the negotiable 
securities contained in those boxes. These 
will probably average not less than one 
million dollars to a vault, and generally 
many millions. 

The problem of these small vaults is 
that of adjusting the rent charges, so that 
the gross rentals received from their few 
customers will cover the cost of adequate- 
ly protecting the millions of negotiable 
securities in the customers’ boxes. 
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IMMUNITY FROM LOSS 


The complete immunity from loss dur- 
ing the first twenty-five years of the safe 
deposit business is deserving of com- 
ment. It was a period of great danger. 
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Showing the number of safe deposit 
vaults in operation in New England 
at the close of the years indicated. 





Safe deposit boxes were filled with Gov- 
ernment bonds, ade negotiable, as 
tempting to the thief as cash. The com- 
munity was full of reckless criminals, 
trained by the exigencies of a great war 
to take desperate chances to gain their 
own ends. Bank burglaries, holdups and 
confidence games were of almost daily 
occurrence. Some of the most spectacu- 


lar bank burglaries of the country oc 
curred during the first fifteen years after 
the Civil War. 

As history is likely to repeat itself, let 
us note the significant dates of the great- 
est American bank burglaries. Four 
years after the Civil War, in 1869, 
burglars stole more than $1,000,000 in 
cash and bonds from the Ocean Bank, 
New York. In 1876, eleven years after 
the war, came the famous Northampton 
Bank burglary, with the loss of more 
than $1,500,000 and in 1878, two years 
later, came the greatest of all, the fa- 
mous robbery of the Manhattan Savings 
Bank of New York with a loss of $2, 
747,700 in cash and bonds. This, one 
of the last of the great bank burglaries, 
came thirteen years after the war. 

Today, as we enter a period ten or 
fifteen years after a great war, the banks 
and safe deposit vaults of the country 
are threatened with the same danger that 
threatened the banks of the country fol- 
lowing the Civil War. In a recent lec 
ture on vault protection, Frederick S. 
Holmes, one of the great vault engineers 
of the country, discussed the possibility 
of a “Renaissance of Bank Burglary.” 

He believes, as the writer believes, that 
out of the ranks of the common bandits 
committing the crimes of violence s0 
prevalent today there is likely to emerge 
the master criminal “with the art and 
skill” to repeat the great bank burglaries 
of the Civil War period. 

The safe deposit vaults and banks 
specializing in the safe deposit business 
came through the period of great danger 
without a loss, for all of the early vaults 
were organized with the most experi 
enced and responsible management and 
rates were charged that enabled them to 
maintain a most adequate and efficient 
force of day and night guards. These 
rates were not excessive, they were mere’ 
ly commensurate with the value to the 
customers of the services rendered and of 
the liabilities assumed by the vaults. To 
illustrate, the Safe Deposit Company of 
New York, the first to open, charged $3 0 
to $40 a year. The Union Safe Deposit 
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Vaults of Boston, the first in New Eng- strong, well-equipped vaults and respon- 
land, charged $20 for a small box 3 sible management and the record of prac- 
inches high, 4Y%2 inches wide and 19 tical immunity from loss was continued. 
inches long and for larger sizes in pro’ By 1900 this tradition of immunity be- 
portion. came so strong that thousands of banks 
These vaults were operated on the all over the country began to enter the 
sound economic principle that an insti- business on a small scale with inadequate 
tution serving the community must make equipment and inexperienced managers. 
a fair profit and have an ample margin 
of safety if it is to render good service. 
The record of complete immunity from 
loss of all these early vaults confirms the 
soundness of this policy. As a matter 
of safety and protection for the box 
renters safe deposit rates should be re- 
adjusted to conform to this policy. 
During the ten years from 1890 to 


THE ‘“COOKY JAR” PERIOD 


The extreme informality with which 
these small safe deposit departments 
were conducted has caused this period 
from 1900 to 1917 to be known as the 
“cooky jar” period. It was a_ brief 
period of fifteen or twenty years that will 
perhaps never again have its parallel in 
th's country, a period thirty-odd years 
after the Civil War and before the 
World War, when the safe deposit boxes 
of the country held practically no Gov- 
ernment bonds and little that the ordi- 
nary thief could steal and dispose of 
without certainty of detection. 

The securities of the day were mort- 
gages or certificates of stock that were 
not negotiable or bonds that could not 
easily be negotiated by thieves in the 
somewhat narrow bond markets of that 
day. To accommodate a few conserva- 
tive customers who wanted a fire-proof 
place of deposit for their valuable papers 
and securities, banks installed small nests 
of 50 or 100 boxes in the back of their 
bank vaults (vaults often only fire-proof, 
not burglar-proof) and rented them at 
nominal rates of $2 or $3 a year. This 
was done with the greatest informality. 
A prevalent custom that gave the name 
to the period was to hang the guard key 

is at the entrance to the vault or have the 

Showing the number of safe deposit - ; 

vaults established in New England by teller pass it out to the box renter with 

Periods. A Pioneer Period (1868- the days of the writer’s boyhood when 

— 11 vaults. B Slow ~ e- every well regulated family had its cooky 

Ranid Souisien Picted Gute oie 6) jar and the hospitable custom prevailed 

179 vaults. D War Period (1917- for the boys and girls of the neighbor- 

1926) 137 vaults. hood to walk in and help themselves. 
Other customs equally joyous and 
1900 an increasing number of banks equally incompatible with the traditions 
cegan to enter the business but, asa rule, of sound safe deposit protection were 
on a sound and conservative basis, with practiced all over the country with ap- 
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parent impunity, until the World War 
and the Liberty bonds came. Then rude 
and unscrupulous boys began to break 
into the safe deposit cooky jars by the 
hundreds and clean out their Liberty 
bonds, amounting in the aggregate to 
many millions of dollars. It was the end 
of a period. Cooky jars went out of 
fashion. 

The bankers of the country, the writer 
is sure, will forgive this facetious refer- 
ence to the informal way many of them 
conduct their safe deposit departments. 
No discourtesy is intended. All profes- 
sional safe deposit managers appreciate 
the difficulties and perplexities of the 
busy bank cashier who is responsible for 
the safe and wise management of a small 
and probably unprofitable safe deposit 
department. (There are probably eight 
or ten thousand of them in the United 
States.) 

He wishes to arouse these bankers to 
the simple fact that there is danger now 
where there was no danger ten years ago, 
and to put them into association with 
other bankers and vault managers who, 
doing business under the same conditions, 
have found practical ways of meeting 
the situation. This can be done through 
the safe deposit associations that are 
springing up in all sections of the coun- 
try. Every bank having a safe deposit 
department should join the nearest safe 
deposit association or start one in its own 
State. 

LEGAL DECISIONS 


It does not come within the scope of 
this article to discuss the legal aspects of 
the safe deposit business. That will be 
done in a later article. But it is pertinent 
to note the historic fact that almost all 
the early legal decisions affecting the safe 
deposit business came during the period 
of rapid growth and great informality, 
and that many decisions of this period 
established legal precedents that have 
proved most embarrassing to the con- 
servative and convenient conduct of the 
safe deposit business. It is believed that 
most of these will ultimately be reversed 


as the business becomes better organized 
and its distinctive features are better un- 
derstood. Certain legal decisions ren- 
dered within the last two years, and pub 
lic addresses made by legal counsel well 
informed on sound safe deposit practice, 
indicate that this legal re-adjustment is 
to come in the near future. 

In explanation of the difficulties under 
which the courts and legal counsel have 
labored, let us again remind ourselves of 
the extreme novelty of the business and 
that until quite recently there had been 
no effective state-wide organization of 
the business in any state, with the pos- 
sible exception of New York; no well 
established state-wide “customs of the 
trade” and no well defined trade vocabu- 
lary or terminology with which to 
describe accurately the novel and dis 
tinctive features of the business. 

The legal decisions of that period, 
therefore, reflect the unorganized con 
dition of the business at the time—not 
the true legal status of the business. 

The following may illustrate the prac’ 
tical difficulties and importance of 
terminology or trade vocabulary. At 
the present time experienced vault man- 
agers are discussing the proper terms to 
use in describing different rules of ac 
cess. Should “double access” or “double 
control” be used to mean that access is 
to be granted only to two persons com: 
ing together, and should “joint access” 
mean that either one of two “joint 
tenants” can go alone to the box under 
a form of contract technically known as 
“joint tenant contract?” Or does it mean 
that two must go? 


USE OF TERMS IMPORTANT 


The importance of the accurate use of 
these terms is shown by the fact that the 
most important suit brought against a 
safe deposit company in Massachusetts 
in forty years arose out of an alleged 
misunderstanding as to whether access 
should be granted to one person or to 
two persons only coming together. 

A rose by any other name may smell 
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as sweet, but the name used in describ- 
ing the “guard key”—that distinctive 
feature of the safe deposit box—is a mat- 
ter of great concern to every box renter 
in the United States. The manager of 
one of the oldest safe deposit vaults in 
the country and his most competent legal 
counsel both claim that they lost an im- 
portant test suit because the legal coun- 
sel had not been coached in that ap- 
parently insignificant matter of name. 
Throughout the trial he spoke of the 
“guard key” as the “master key.” Asa 
“master key” opens any lock, the pos- 
session of a “master key” carried with it 
the implication that the safe deposit vault 
had access to the box renter’s box and, 
therefore, control of its contents. The 
decision of the court was in conformity 
with that theory and in consequence 
every safe deposit box in the state is 
subject to trustee or garnishee process, 
called “attachment” by most business 
men. 

It is a matter, therefore, of some con- 
cern to every bank and box renter in a 
community, that correct names as well 
as safe customs be used in the safe de- 
posit business. While there is great con- 
troversy as to whether this error in 
describing a “guard key” did or did not 
affect the decision of the court in this par- 
ticular case, the writer notes the historic 
facts as cited above. It is also a fact that 
it has only been within comparatively 
recent years that the safe deposit mana- 
gers of the country have been aroused 
to the necessity of conferring with their 
associate vault managers in this impor- 
tant matter. 

About 1921 the late Trigg Waller, 
then head of the Illinois Safe Deposit As- 
sociation, first brought to the writer's at- 
tention this matter of the proper name 
for the “guard key,” stating that suits 
in Illinois and other neighboring states 
had been lost through confusion of terms 
and that greater accuracy of terminology 
was in his judgment most essential. At 
this suegestion, the question was taken 
up with the managers of the safe de- 
Posit lock manufacturing company of 


which the writer had been managing di- 
rector and the idea of their doing mis- 
sionary work along that line was sug- 
gested. 

The last World War period through 
which we are now passing is forcing in- 
creased attention to all these matters. 

The distinguishing features of this 
period have been the advent of the Lib- 
erty bond, the many losses suffered 
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Showing the number of new safe de- 
posit vaults established in New Eng- 
land during years indicated. 1868- 
1886, 11 vaults; 1887-1891, 22 vaults; 
1892-1896, 34 vaults; 1397-1901, 22 
vaults; 1902-1906, 52 vaults; 1907- 
1911, 54 vaults; 1912-1916, 73 vaults; 
1917-1921, 64 vaults; 1922-1926, 73 
vaults. 


by poorly organized and inadequately 
equipped vaults, and the forming of 
many state safe deposit associations. 


LIBERTY BONDS 


Liberty bonds have not been an un- 
mixed blessing to the safe deposit busi- 
ness. A careful analysis of the growth 
of the business brings out some rather 
contradictory figures. That they created 
a great demand for boxes is a matter of 
common knowledge and this is reflected 
in the gains reported by all established 
vaults, but there is a most surprising 
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drop in the number of new vaults built 
during the first five years after 1917— 
a drop from a 36 per cent. increase in 
the preceding five years to an increase 
of only 22 per cent. During the last five 
years the rapid retirement from circula- 
tion of several billions of the smaller de- 


Interior of the Union Safe Deposit 
Vaults, Boston, showing the inner 
burglar-proof safes (or wardrobes) 
with their doors closed. (The other 
view shows them with doors open.) 
These “wardrobes” contained the nests 
of boxes and were installed inside a 
massive burglar-proof vault. Each 
“wardrobe” had its own combination 
lock and was closed at night and 
opened in the morning. This double 
system of inner and outer vaults is 
similar to the “Divided Risk” system 
used in all modern French vaults. 


nominations has caused a surrender of 
thousands of boxes and an actual reduc- 
tion in the number of boxes rented in 
many vaults, especially during the last 
two years. The total number of new 
vaults opened appears to be the same as 
during the five years before the war, but 
the number built in 1926 was the smallest 
for many years. 


The World War period has done one 
good thing. It has forced the safe de- 
posit managers out of their holes and 
sent them forth to preach the gospel of 
independent, responsible management 
and co-operation. They have done this 
through a method of co-operative organ- 
ization that was unfamiliar to the bank- 
ing fraternity when they began their 
crusade. They generally called it the 
“group meeting” or “shop-talk dinner.” 
It is not a new method. Doctors have 
used it successfully for generations to 
maintain the high ethical standards of 
their profession. 


SAFE DEPOSIT ASSOCIATIONS 


The safe deposit associations hold 
monthly or quarterly meetings open to 
all members for the informal discussion 
of all questions or difficulties that arise. 
These discussions are reported verbatim 
and published in monthly bulletins mailed 
to the members. The purpose of this 


method is to place at the service of each 


member of the association the experience 
of every other member and yet Icave each 
member free to exercise his own sound 
discretion in meeting his own local prob- 
lems and needs. 

The first safe deposit association was 
formed in New York, March 16, 1906, 
with John R. Van Wormer of the Lin’ 
coln Safe Deposit Company as its first 
president. The credit for starting the 
association movement in this country 1s 
due John P. Carter of the Lincoln Safe 
Deposit Company, author of “In the 
Cave of Aladdin,” published in 1911, a 
valuable narrative of the safe deposit 
business of that day. 

During the first four years the new 
association operated by the committee 
method common in banking associations. 
About 1910 Walter C. Reid, of the Lin: 
coln Safe Deposit Company, became a 
director and suggested the issuing of a 
bulletin. 

This led to the custom of inviting all 
members of the association to the month: 
ly shop-talk meetings. previousiy open 
only to members of the executive com: 
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mittee, and the “group meeting” became 
an established custom. Later, all vault 
managers in the country were invited to 
attend an annual convention in New 
York for free and informal “shop talk” 
discussions. Bulletins containing ver- 


batim reports of the meetings were sent 
to subscribers all over the country, doing 
in this way missionary work of the high- 
est value. In 1911, San Francisco 
formed an association; in 1915, Illinois 
and St. Louis; in 1917, Massachusetts 
and California and in 1920, Cleveland. 


NEW STEP TAKEN 


In that year a new and decisive step 
forward was taken largely under the 
leadership of Edward J. Phelps, president 
of the Northern Trust Safe Deposit 
Company of Chicago, with the co-opera- 
tion of Walter C. Reid of New York 


A conference was called in Buifaio cf 
twelve representative vault managers 
from six associations—New York, IIli- 
nois, Massachusetts, St. Louis, Cleve- 
land and Buffalo. 

This Buffalo conference was the first 
step toward co-operative effort on a na- 
tional scale. At this conference also the 
policy was agreed upon of establishing 
local “group meeting” associations in the 
smaller financial centers to meet the 
needs of local bankers carrying on the 
business on a small scale. Up to this 
time the safe deposit associations of the 
country were located in great metropoli- 
tan centers. Their benefits were enjoyed 
mainly by the professional vault mana- 
gers and were highly prized by them. 

In 1919 Massachusetts had begun a 
missionary campaign to establish local 
group meetings for the benefit of the 
bankers of western and central Massa- 


‘rior view of the original safe deposit vault of the Union Safe Deposit Vaults, 
mn, which opened January 1, 1868, the third oldest in the United States. 
vault with its original equipment is still standing, although for several years 
s not been used. As the two older vaults are said to have been dismantled, this 

t is today the oldest vault in the world built and equipped for the safe deposit 

business. 
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chusetts and to persuade the bankers of 
eastern Massachusetts to attend the 
monthly meetings in Boston. To the two 
representatives from Massachusetts is due 
the credit of suggesting this missionary 
policy as a national policy. They were 
Oscar W. Codding, manager of the First 
National Bank Vaults of Boston, and 
the writer. It was immediately taken 
up by the other associations and pressed 
with great vigor. [Illinois started asso- 
ciations in Michigan, Minnesota and 
Wisconsin. New York started associa- 
tions in Connecticut, Pennsylvania and 
New Jersey and developed branch or 
afhliated groups in Buffalo, Albany, 
Rochester and central New York. Mas- 
sachusetts carried its organization into 
every county in the state and established 
strong local organizations in Maine, New 
Hampshire and Rhode Island. 

Fifty per cent. of the safe deposit 
banks of New England are now mem- 
bers of either the Massachusetts or Con- 
necticut associations. Similar results 
have been obtained in New York and 
New Jersey. All these eastern states are 
relatively small, with many financial cen- 
ters within easy reach of each other. The 
co-operative organization of these states 
has therefore proceeded a little more 
rapidly than in the larger, more sparsely 
settled western states. But there also the 
good work is being pressed steadily on. 

In the South there is only one asso- 
ciation, the Louisiana Association, which 
was started through the energy and 
vision of L. E. Thoman, manager of the 
safe deposit department, Hibernia Bank 
and Trust Company, New Orleans. Mr. 
Thoman is also a member of the execu- 
tive committee of the National Safe De- 
posit Advisory Council. 


NATIONAL CONFERENCE GROUP FORMED 


Through the untiring efforts of Ed- 
ward J. Phelps of Chicago, a national 
conference body has been formed known 
as the National Safe Deposit Advisory 
Council. Its statement of purpose reads: 

“The object of the organization shall 


be the consideration of, and the suggest- 
ing of, matters of interest for discussion 
at meetings or conventions, and for the 
general improvement of the safe deposit 
business as a whole, by promoting more 
effective co-operation between safe de- 
posit associations without interfering 
with the right of every state association 
to maintain its own local state laws, cus- 
toms and traditions.” 

One of the most important questions 
discussed by this council and its member 
associations is how to serve more ef- 
fectively the thousands of banks engaged 
in a small way in the safe deposit busi- 
ness. 

Every banker engaged in the safe de 
posit business must have some practical 
way of informing himself of the wisest 
“customs of the trade” in his own state. 
A steadily increasing number of bankers 
are recognizing this necessity and are 
joining some association—their own 
state association or one in a neighboring 
state. 

To aid bankers wishing to take this 
step the writer appends the list of safe 
deposit associations in the different Fed- 
eral Reserve Districts. Several districts 
have no associations. 

Bankers in those districts wishing for 
information should communicate with 
some one of these associations or with 
the officers of the National Safe Deposit 
Advisory Council. 


NATIONAL SAFE DEPOSIT ADVISORY 
COUNCIL 


President, Oscar W. Codding, First 
National Bank Vaults, Boston, Mass.; 
vice-president, Philip S. Malcolm, City 
National Bank, Bridgeport, Conn.; 
secretary-treasurer, William O. Me 
Clure, Cleveland Trust Company, Cleve: 
land, Ohio; executive committee: officers 
ex-oficio—Louis V. Ennis, Chatham 
Phenix National Bank & Trust Com’ 
pany, New York; E. J. Phelps, Northern 
Trust Safe Deposit Company, Chicago, 
Ill.; C. J. Shaw, Merchants & Manu 
facturers National Bank, Newark, N. J.; 
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and L. E. Thoman, Hibernia Bank & 
Trust Co., New Orleans, La. 


SAFE DEPOSIT ASSOCIATIONS BY FEDERAL 
RESERVE DISTRICTS 


District 1. Massachusetts Safe Deposit 
Association, Robert McIntyre, secretary, 
88 Summer street, Boston, Mass. (Or- 
ganized 1917—250 members.) 

Connecticut Safe Deposit Association, 
Philip S. Malcolm, secretary, City Na- 
tional Bank, Bridgeport, Conn. (Organ- 
ized 1921—77 members.) 

District 2. New York State Safe De- 
posit Association, F. J. Spadinger, secre- 
tary, New York Stock Exchange Safe 
Deposit Company, New York, (Organ- 
ized 1906—606 members.) 

District 3. New Jersey Safe Deposit 
Association, C. J. Shaw, secretary, 
Merchants & Manufacturers National 
Bank, Newark, N. J. (Organized 1923 
—188 members.) 

District 4. Pennsylvania Safe Deposit 
Association, D. J. McInerney, secretary, 
Continental Equitable Title & Trust Co., 
Philadelphia, Pa. (Organized 1921.) 

Cleveland Safe Deposit Association, 
Milton R. Norris, secretary, Society for 
Savings, Cleveland, Ohio. (Organized 
1920—79 members.) 

District 6. Louisiana Safe Deposit As- 
sociation, Leo Gauslin, secretary, Canal 
Bank & Trust Co., New Orleans, La. 
(Organized 1923.) 

District 7. Illinois Safe Deposit Asso- 
ciation, Oscar C. Landolf, secretary, 
Northern Trust Safe Deposit Company, 
Chicago, Ill. (Organized 1915—119 
members.) 

Wisconsin Safe Deposit Association, 
F. Bahr, secretary, National Bank of 
Commerce, Milwaukee, Wis. 

Michigan Safe Deposit Association, 
George W. Willard, president, Penob- 
scot Safe Deposit Vaults, Detroit, Mich. 
(Organized 1922.) 

District 8. St. Louis Safe Deposit As- 
sociation, John J. Langley, secretary, 
American Trust Company, St. Louis, 
Mo. (Organized 1915.) 


Kansas City Safe Deposit Association, 
Margaret S. Cockle, secretary, Safe De- 
posit Company of Kansas City, Kansas 
City, Mo. (Organized 1926.) 

District 9. Minnesota Safe Deposit 
Association, E. M. Pettibone, president, 
Central Trust Company, St. Paul, Minn. 

District 12. California Safe Deposit 
Association, Elizabeth Ann Drake, secre- 
tary, Commercial National Trust & Sav- 
ings Bank, Los Angeles, Calif. (Organ- 
ized 1917—96 members.) 

San Francisco Safe Deposit Associa- 
tion, Henry L. Whipple, secretary, Sav- 
ings Union Office, Mercantile Trust 
Company, San Francisco, Calif. (Organ- 
ized 1911.) 

Oregon Safe Deposit Association, B. 
W. Linton, secretary, United States 
National Bank, Portland, Ore. (Organ- 
ized 1924.) 


CALIFORNIA BANK ANNOUNCES 
PERSONNEL CHANGES 


CHANGES made in the California Bank, 
Los Angeles, at a meeting of the board of 
directors, are as follows: A. N. Kemp, 
executive vice-president, was elected 
chairman of the executive committee; 
Lewis E. Bliss, vice-president in charge 
of the Eighth and Broadway office, was 
transferred to the executive department 
at the head office; T. E. Ivey, Jr., cashier, 
was given a vice-presidency in addition 
to the cashiership; A. T. Brett, formerly 
assistant cashier, F. M. Magee, manager 
of the credit department and George A. 
Kern, manager of the American branch, 
were made junior vice-presidents. 

W. J. Murray, formerly manager of 
the Van Nuys branch, was made super- 
visor of the San Fernando district and 
W. E. Chisholm was appointed manager 
of the Van Nuys branch with Norb Har- 
grove and George M. Kepper 4s assistant 
managers. W. E. Drew is junior vice- 
president in charge of the San Gabriel 
district; C. H. Burlingame, junior vice- 
president in charge of the Hollywood 
district and G. Maulhardt, junior vice- 
president, supervisor of the Market dis- 
trict. 





TO DARE OR NOT TO DARE 


By RICHARD W. SAUNDERS 


STUDY of men, successful and 
A unsuccessful, would seen to jus- 

tify their division into two 
groups, those who dare and :hose who, 
through caution, only play what is 
thought to be a “safe game.” Not that 
the daring men are always successful, or 
the cautious unsuccessful, nor is the con- 
trary true. But, from example, it would 
seem to be safe to assert that the ma- 
jority who have succeeded beyond the 
ordinary degree are the men who have 
been willing to take chances. 

It is largely if not entirely a question 
of the type of mind. Some inen have the 
faculty of staking their all upon a single 
cast. As Kipling says in “If:” 

“If you can make one heap of all your 
winnings 

And risk it on one turn of pitch-and- 

toss, 
And lose and start again at your be- 
ginnings 

And never breathe a word about your 

loss;” 


This is generally referred to as the 
‘gambling spirit” and is looked at askance 


by people of the conservative type 
of mind. Yet ali men must take chances 
of some kind or other, for life is full of 
instances where decisions must be made. 
And the world is too full of human dere- 
licts who have dared and failed for one 
to deliberately suggest the policy of dar- 
ing indiscriminately. There must be 
other qualities to “back up” such a 
method. Judgment of men and things, 
the ability to foresee results, a tempera- 
ment that is not easily frightened or dis- 
couraged, a constitution that enables one 
to sleep at night no matter what tremen- 
dous issues are at stake, a mind not easily 
worried—these are all requisite. and 
many more. Sometimes the mere know- 
ing when to “let go” decides the result. 

The cautious mind is so constituted 
that a slight success is immediately har- 
vested, so to speak. After all, if a man 
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is easily satisfied, and is not prone to 
worry over what might have been, that 
is the safest thing to do. Saving a lot 
of small earnings will bring a man a 
competence. But such a man rarely ac- 
cumulates a fortune. Audacity and the 
power to sustain it are great attributes 
which not all men possess and when they 
do, and use them with good judgment, 
they spell riches. The conservative man 
can be as happy but will not be as 
wealthy. 

The happy combination would seem 
to be when the daring man, having made 
his “pile,” becomes conservative and in- 
vests it wisely without taking again and 
again the risks through which it was 
made. But his mind being of the daring 
type, it is hard to resist the lure of the 
game. Success brings confidence and 
sometimes overconfidence, and the wealth 
disappears through the same _ process 
through which it was accumulated. 

The cautious man, on the other hand, 
with a competence assured, may bring 
himself to dare a little further than he 
had before felt he could go. And the 
chances are his conservative mind will 
prevent his staking his all and by re 
stricting his efforts to moderate risks, he 
may be fortunate and try again. True he 
may have a “hard knock” or so, but he 
is not likely to suffer a severe reverse. 
And perhaps one sad experience will con- 
vince him that he is not made for that 
sort of thing and leave him content with 
what he can add through the same cau 
tious proceedings that are in-bred in him. 

For the man who has no qualifications 
for this highly specialized game, which 
might be called the “risk for riches,” the 
savings banks, life insurance investments 
and the highest grade of securities are 
absolutely and positively the only safe 
things to consider. For there is truth 
in the biblical saying, “for whosoever 
hath to him shall be given; and whoso 
ever hath not from him shall be taken 
even that which he seemeth to have. 
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WHY THE TARIFF SHOULD BE REVISED 


By CorpDELL HULL 


This article by Congressman Hull of Tennessee is one of a series appearing in 


THE BANKERS MAGAZINE discussing various phases of the tariff problem. 


United States has become a creditor natio 


portance and our whole tariff policy becomes subject to re-examination. 


Now that the 
n our foreign trade assumes a new im- 
These articles 


will attempt to set forth both sides of the argument for and against high protective duties. 
Congressman Hull is a member of the Committee of Ways and Means of the Sixty-ninth 


Congress. 


MERICA today more urgently 
Av sound, courageous, economic 
leadership than at any time in 
the past. There is no lack of economic 
satesmanship, but the will io lead is 
feeble. The result is that an insignifi- 
cant, but powerful and selfish, minority 
during recent years has dictated unwisely 
all important economic policies in this 
country. High tariffs have been their 
fetish. All other financial, trade, and 
general economic policies are rigidly sub- 
ordinated to a system of ultra high tariffs 
designed to afford greater protection than 
any in fiscal history, although far less is 
needed from any viewpoint. 

Tariff protection, as has often been 
said, necessarily implies two classes, one 
to be protected and the other to protect 
it. Such protection bestows full benefits 
on some producers, less on others, and 
none at all on still others. A certain 
cross section of our domestic manufac- 
turers is the principal tariff beneficiary. 
This is well, from the standpoint of tariff 
protection, because the very secret of its 
success is that its benefits are restricted 
to relatively small numbers, otherwise 
the system would fail to be sufficiently 
remunerative. Under this system a share 
of the earnings of all other classes is 
taken from them by law and diverted to 
the use of the tariff beneficiaries. Such 
free contributions or gifts are made by 
compulsion and without compensation. 
The victimized classes are required by 
the Government both to maintain a live- 
lihood for themselves and to contribute 
extra profits to the business of the tariff 


beneficiaries. The amazing fact is that 
these latter comprise not more than 10 
per cent. or 15 per cent. of our popula- 
tion, and yet their unbridled tartff license 
to extort from the other 85 per cent. or 
90 per cent. goes unchallenged by mil- 
lions of intelligent citizens knowing the 
facts. 


DETERMINATION OF ECONOMIC POLICIES 


Economic policies must be determined, 
not by conditions existing one hundred 
years ago, or fifty years ago, or ten years 
ago, but by those of the present post-war 
financial, industrial and commercial 
period. No country in history has ex- 
perienced a transformation in its material 
affairs so rapid and radical as America 
during the last ten years. Vast changes 
in economic conditions everywhere were 
wrought by the World War, and most 
unfortunate will be the nation which 
fails to recognize and act upon them. 

The war, for example, almost com- 
pletely reversed all the previous condi- 
tions on which high tariffs were predi- 
cated in this country. For two genera- 
tions prior thereto this nation pursued 
a high tariff policy most of the time upon 
the idea that we were a debtor country, 
and upon the naked assumption that 
Europe, having a superabundance of can- 
ital and superior manufacturing skill, 
could vanquish America in all competi- 
tive lines. Our tariffs were kept at such 
high rates as would protect from for- 
eign competition not only the least ef- 
ficient industries, but the least efficient 
business concerns in those industries. 

383 








384 


THE BANKERS MAGAZINE 





They were also designed to protect any 
pretended business or industry, the 
existence of which was not economically 
justifiable from any viewpoint; and 
finally, tariffs were heaped promiscuous 
ly and indiscriminately upon raw ma- 
terials and manufactures for the asking. 
Little thought or attention was given 
either to agriculture or foreign trade. 
Our pre-war tariffs only contemplated a 
productive output that would meet home 
consumption. Any business or industry 
unwise or unfortunate enough to have a 
surplus was expected to “dump” it on 
other countries. 


AMERICA AS A CREDITOR NATION 


America emerged from the World 
War as a great creditor nation and in- 
dustrial giant with a productive capacity 
largely in excess of domestic needs, and 
with manufacturing skill and efficiency 
far outstripping that of the disorganized, 
dislocated, and impoverished industries 
of Europe. Our output of manufac- 
tures jumped from $24,000,000,000 in 
1914 to $60,000,000,000 in 1923, and 
nearly $65,000,000,000 in 1926. Our 
exports increased from $2,466,000,000 
in 1913, to $8,228,000,000 in 1920, and 
stood at $4,868,000,000 in 1925, or 
nearly 25 per cent. above the level of 
1913, measured by pre-war prices. Al- 
most one-half of the gold supply of the 
world has gravitated to the United 
States. American pre-war indebtedness 
of $5,000,000,000 owed abroad has been 
converted into credits—Government and 
private — aggregating $21,000,000,000. 
The nation possesses unlimited supplies 
of foodstuffs, mostly raw materials, and 
a huge manufacturing plant never before 
equalled in efficiency and output. 

The balance of the world after the 
war, on the other hand, found itself 
denuded of foodstuffs, raw materials, 
and manufactures; overwhelmed with 
debt; cursed with collapsed exchanges, 
depreciated currencies, and unbalanced 
budgets. America had but to adopt 
economic policies applicable, to the post- 


ee 


war domestic and world conditions in 
order to become the permanent leader 
of all nations in finance, industry and 
commerce. It is tragic that our nation 
thus far has pursued the opposite course 
of economic aloofness and isolation, seek- 
ing to live unto itself alone. 

We proceeded rapidly to construct 
extremely high tariff walls, bristling with 
a network of trade obstructions, reprisals 
and restrictions. Our world leadership 
in thus propagating high tariff systems 
today beholds more than fifty other coun- 
tries imitating our example, thereby re- 
stricting trade with each other to the 
minimum. One result thus far is that 
European trade in 1925 was 10 per cent. 
below the pre-war level, while the total 
world trade only exceeded it by 5 per 
cent. The rehabilitation of credit, com- 
merce, and economic stability in Europe, 
always our best customer and now our 
largest debtor, has been hopelessly handi- 
capped and delayed. The serious reac 
tionary effects upon our own country 
have been tremendous. 


POLICIES DICTATED BY FEAR AND GREED 


Unreasoning fear and selfishness or 
greed on the part of tariff beneficiaries 
have dictated our economic policies 
since the war. From 1920 to 1922 the 
American people were doped half to 
death with propaganda to the effect that 
our country was about to be submerged 
by a flood of foreign imports, although 
for the four years from 1919 to 1922 
our exports were $24,465,000,000 and 
imports $14,804,000,000, giving us a 
favorable trade balance of $9,661,000,’ 
000. Our imports of finished manu 
factures, dutiable and free, in 1921, in 
quantity were not above the pre-war 
volume, while our exports of finished 
manufactures showed an increase of a 
billion dollars above the five year pre’ 
war average. The fact that collapsed 
exchanges and depreciated currencies in 
certain countries abroad made some 
sporadic imports to this country possible 
during 1921-22, was seized upon and 
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greatly magnified by tariff beneficiaries, 
with the result that widespread fear of 
these scattering import items became vir- 
tually the sole pretext for the Fordncv 
tariff enacted in September, 1922. This 
astounding feat will long aff:td an out- 
standing illustration of Government by 
a small minority. No home market was 
ever so impregnable and secure as curs 
during this period. The balance of the 
world was hungry and crying for our 
surplus food stuffs, raw materials, and 
finished manufactures. 

The Fordney tariff law was framed 
without information and without regard 
to facts, conditions, or justice. Its pro- 
ponents confessed as much and rested 
their justification for utterly haphazard 
tariff legislation upon the flexible pro- 
visions of the Fordney act, which they 
claimed would enable the President grad- 
ually to develop a scientific tariff system 
in the light of actual facts and condi- 
tions—a ‘ perfectly absurd prediction. 
The Fordney law grossly outrages even 
the doctrine of tariff protection. It strik- 


ingly illustrates the historic fact that 
tariff beneficiaries never practice what 
they preach to the American voters. 
They preach reasonable tariff protection 
and practice prohibitive tariffs or em- 
bargoes. The general public is naturally 


slow to detect the difference. Nearly 
three-fourths of the rates and classifica- 
tions of the Fordney act are either pro- 
hibitive, or useless from the standpoint 
of appreciable competition. 


RESULTS OF HIGH TARIFF 


If the chief effect of existing high 
tariffs were only to enhance the profits 
of the domestic manufacturer, the situa- 
tion, while grossly unjust, would not be 
80 serious. It is astonishing, however, 
in the light of post-war conditions, to 
find that the Fordney tariff is either a 
controlling or major factor in (1) the 
high cost of living, (2) the high cost of 
production, (3) excessive freight rates to 
the extent of over $200,000,000, (4) the 
measurable prevention of the repayment 


of $21,000,000,000 of public and private 
debts owed us from abroad, (5) inability 
to maintain and develop a suitable mer- 
chant marine, (6) existing barriers, ob- 
structions and restrictions against inter- 
national commerce, (7) trade retalia- 
tions, reprisals, boycotts, and hold-ups, as 
in the recent instance of rubber, (8) the 
growing number of trusts and other 
price-fixing combinations, (9) the use of 
unlimited slush funds to corrupt and buy 
elections and control the Government, 
(10) the long delay in the restoration of 
credit and commerce, and the economic 
rehabilitation, of European countries, 
and (11) the redistribution of wealth as 
between agriculture and industry in this 
country. Any unbiased economic author- 
ity must concede that our prohibitive 
tariffs and the network of restrictions, 
embargoes, retaliations and other trade 
and financial methods and practices 
which accompany them, are either a 
prime or a controlling factor in each of 
these eleven conditions. 

The immediate money cost of the 
Fordney tariff to the general public can 
only be arrived at by taking the 
total customs revenues that reach the 
Federal treasury and adding thereto 
the aggregate increased profits to 
American manufacturers which such 
tariffs make possible. These will total 
around $5,000,000,000. This, however, 
is not the only item of high tariff cost 
to the American people. Other losses of 
money, opportunities, benefits and ad- 
vantages with respect to our foreign 
market situation, our merchant marine, 
the repayment of foreign debts, and other 
vital interests, while less tangible but 
equally real, will easily increase the total 
to $15,000,000,000 annually. The Ford- 
ney tariff not only inflicts gross injury 
to our economic life, but, worst of all, 
diverts it from its true course to an ex- 
tent wholly contrary and repugnant to 
its organic nature. It is also prohibitive 
rather than competitive or protective in 
the ordinary sense. A large number of 
its rates applicable to thousands of com- 
modities operate as an embargo. 
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WIDESPREAD MISAPPREHENSION EXISTS 


A widespread misapprehension exists 
as to the exact nature of the Fordney 
tariff system because of its revenue yield 
of more than $550,000,000 and its aver- 
age ad valorem rates of slightly less than 
37 per cent. Neither the revenue nor the 
average ad valorem rates afford a crite- 
rion by which to judge the true nature of 
a tariff structure. England, with an 
average tariff of 60 to 75 per cent. on 
non-competitive imports, derives a rev- 
enue of nearly $550,000,000. And 
furthermore, the ad valorem average of 
a tariff system rises and falls according 
to price levels. This average rate of the 
Dingley law fell from 52 per cent. in 
1899 to 42'%4 per cent. in 1907, while 
the average ad valorem rates of the 
Underwood tariff fell from 332 per 
cent. in 1915, to 164 per cent. in 1919, 
on account of increased prices. The fact 
also should be observed that the mass of 
prohibitive rates in the Fordney Act do 
not appear in the calculations. The 
amount of customs revenue is of even 
less significance. The English tariff rate 
on sugar for many years, if applied here, 
would alone yield over $300,000,000. 
Between one-fourth and one-third of our 
total customs revenues are derived from 
sugar and wool. A considerable portion 
also comes from imported articles that 
we do not produce. Most of the re- 
mainder is derived from imported 
articles we produce in inadequate quan- 
tities, and from those specialties which 
the rich insist on importing on account 
of fashion or design—tariffs or no tariffs. 
And finally each $100,000,000 of cus- 
toms revenue means the loss of $500,- 
000,000 of foreign trade. 

The one true test of the competitive, 
protective or prohibitive nature of a 
tariff structure is found in the amount of 
imports of dutiable finished manufac- 
tures which all the people must buy to 
eat, wear or use. The Fordney law 
transferred to the dutiable list many 
articles on the free list in the Underwood 
act, including burlaps. If we deduct the 


amount of imports of burlaps alone 
$85,000,000 for 1925, for the cake of 
comparison, and equalize prices of 19}4 
with those of 1925, the official figures 
show imports of finished dutiable articles 
$442,000,000 for 1925, and $465,000, 
000 for 1914, or less now than before 
the war, notwithstanding the natural 
growth of population and expansion of 
business. This big fact exposes the pro 
hibitive nature of the Fordney tariff law 
and the utter lack of competition. For 
illustration, imports of finished cotton, 
wool and silk textiles were $175,000,000 
in 1921 and only $161,000,000 in 1924. 
The rates are mountain high. Jt is not 
possible here to attempt a detailed analy- 
sis of the rates and schedules of the 
Fordney tariff. It is sufficient to call to 
attention that of the $40,000,000,000 of 
retail sales in this country, but little more 
than 1 per cent. are imported in the form 
of dutiable finished manufactures. 

Another widespread misapprehension 
created by false propaganda relates to 
the amount of imports under the Ford- 
ney law. The apparent increase of 
$697,000,000 for 1923 over 1922 is ex: 
plained by Secretary Hoover’s Year Book 
of Commerce for 1923, which says: 
“Higher prices account for most all of 
the increase.” Imports for 1924 were less 
than those of 1923, while those for 1925 
exceeded the figures for 1924 by $618, 
000,000, but let Secretary Hoover's de: 
partment again explain as follows: 
“Fully half of that increase has been 
owing to price advances.” Silk, sugar, 
coffee, rubber, wool, newsprint paper, 
and similar materials accounted for these 
conditions. 


EXPORTS RETARDED BY TARIFF 


Our exports, on the other hand, are 
far below the level that would have been 
reached according to the percentage of 
annual increase prior to the war, ha 
there been no interruption of normal 
conditions since 1914. This reveals our 
great loss of foreign trade and the con 
sequent inability of a growing number of 
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great industries, such as agriculture, the 
textiles, the coal, and others, to dispose 
of their increasing annual surpluses. Our 
exports, instead of being below $5,000,- 
000,000, should exceed $7,500,000,000 
today. It has only been possible to main- 
tain this diminished level of trade by the 
importation of $1,500,000,000 in gold 
and foreign loans of nearly $12,000,000,- 
000 with which to pay for our exporta- 
tions; otherwise our foreign trade situa- 
tion today would be pitiable. A large 
number of domestic industries are obliged 
constantly to restrict production due to 
the lack of suitable tariff trade policies. 

Probably the greatest economic false- 
hood ever perpetrated upon the Ameri- 
can people is the chronic misrepresenta- 
tion to the effect that high tariffs are 
responsible for high wages and high liv- 
ing standards in the United States. The 
unvarnished truth is that of the 42,- 
000,000 wage earners more than 35,- 
000,000 are employed in industries that 
do not pretend to receive the slightest 
tariff benefits, such as agriculture—ex- 
cept minor specialties—the building 
trades, transportation, coal, the automo- 
bile, and literally scores of other great 
industries. Even the casual reader 
knows that the 550,000 employes in the 
textile industries of New England, more 
highly protected than almost any 
other, receive the lowest wages. 
America pays high wages, regardless 
of tariffs, on account of the superior 
intelligence, skill, energy and produc- 
tivity of her labor aided by enor- 
mous horse power, mass production, and 
modernized machinery. Tariff protection 
has only been kept alive in this country 
by the propagation of myths such as the 
One just exposed. “High tariffs and 
Prosperity” constitutes another tariff 
myth. Every important panic since the 
Civil War has occurred either under 
high tariff legislation or high tariff ad- 
ministrations. The panic of 1891-94 oc- 
curred under the operation of the Mc- 
kinley tariff, which was not repealed 
until August, 1894, some time after the 
panic had been receding. 


IMPORTANCE OF ECONOMIC POLICY 


Economic policies for several years 
will affect more people than any or a!l 
others. This nation is rapidly approach- 
ing a crisis with respect to its financial, 
industrial and commercial policies and 
practices. Our future prosperity more 
than ever calls for wider fore'gn markets 
and ever increasing foreign trade. The 
average citizen has, by high tariff 
propaganda, been led to believe that in- 
creasing foreign trade displaces a corre- 
sponding amount of desirabiz domestic 
production. This is by no means the 
case. Foreign trade, as has so often 
been said in substance, is primarily a 
system of barter between nations. They 
have goods to sell and in turn they de- 
sire to purchase certain commodities from 
others, such as those not produced at 
home, produced in a grossly inefficient 
manner, or the production of which is 
not economically justifiable. The g2neral 
result is that under liberal trade rela- 
tions and fair trade practices each nation 
profitably disposes of its annual sur- 
pluses in all lines and receives in return 
commodities it either does not produce 
or produces at such staggering cost as 
cannot be justified from any standpoint 
of sound or successful business. America 
would suffer least and gain most from 
foreign competition and trade under 
moderate tariffs and liberal trade policies, 
because her unrivaled capacity for ef- 
ficient production would greatly augment 
the sale of her goods abroad, while im- 
ports, as at present, would comprise 
chiefly raw materials, semi-manufactures, 
commodities we do not produce, and a 
variety of costly finished articles which 
our wealthy citizens purchase, regardless 
of tariffs. 

Moderate or competitive tariffs for 
revenue mean that when we buy abroad 
we not only get something we consider 
specially desirable, but we give for it 
surplus goods which we must sell in order 
to avoid over-production and stagnation 
at home. International commerce, in- 
stead of displacing home manufactures 
in any hurtful way, generally finds new 
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customers, new markets, and expands 
undeveloped trade. Its development 
means larger earnings of capital and 
higher wages. 


HIGH TARIFFS INCREASE COSTS 


High tariffs, on the other hand, mean 
high artificial costs of production, which 
mean less trade, less foreign markets, 
less exports, less income, a declining 
merchant marine and less purchasing 
and debt-paying power among nations. 
The Fordney tariff means a purely na- 
tional policy which ignores external 
trade and financial interests. House 
Leader Fordney declared that “an 
American dollar loaned abroad is an 
American dollar lost.” Such policies are 
archaic and suicidal to a great, young, 
efficient, growing nation. This utter 
sophistry preached since 1920 is meas- 
urably responsible for the woes of agri- 
culture and serious injuries to numerous 
other industries in this country. Under 
the leadership of this group of American 


thought, the world today presents a net- 


work of restrictions, obstructions and 
barriers to the suitable flow of trade and 
commerce among nations. It is vitally 
necessary to substitute moderate tariffs 
and justice and equality in international 
commerce and finance if this and other 
nations are to grow and prosper. 
America is no weakling but an eco- 
nomic giant, standing at the head of the 
column of nations, and she cannot main- 
tain a healthy growth in an industrial 
hothouse. Why wait for a crisis or panic 
before correcting unsound policies? The 
existing tariffs should, of course, be re- 
duced gradually and with careful regard 
for industry which has been accustomed 
to artificial stimulants and influences. 
There should be no disposition to destroy 
or materially injure any efficient indus- 
try, economically justifiable in this coun- 
try. From the standpoint of adequate 
tariff protection even, there is room 
today for a great issue on whether the 
enormous excesses and abuses in the 
Fordney law, with its heavy restrictions 
on production and commerce, shall be 


eliminated and abandoned. Our con- 
tinued failure to throw off preconceived 
or provincial notions and resolutely to 
face the world economic situation as it 
actually exists will bring swift and un- 
erring penalties, whereas the pursuit of 
sound economic policies will make 
America the world leader in finance and 
commerce for generations to come. 


FINANCE FIRMS FORM CENTRAL 
DISCOUNT BODY 


A FURTHER movement in the general di- 
rection of the stabilization of the pur- 
chase of instalment paper took place re- 
cently with the formation of the Allied 
Rediscount Corporation, chartered under 
the laws of New York State. The forma- 
tion of this company represents the com- 
bined action of several financing com- 
panies and contemplates the addition of 
others. 

The companies instrumental in starting 
this movement have agreed that member- 
ship in the organization will be subject 
to the following requirements and re- 
strictions: Periodical audits of member 
companies’ books by certified public ac- 
countants, limitation of automobile 
financing to twelve months, 33 1-3 per 
cent. cash payment on the purchase price 
of new cars, 40 per cent. cash payment 
on the purchase price of used cars and 
no member company will be allowed at 
any time to have outstanding obligations 
in excess of a ratio of four to one as 
against capital and surplus, and that only 
during the heaviest season for bor 
rowings. 

The Rediscount Corporation will 
maintain a statistical department col- 
lecting data of every description pertain 
ing to the instalment business. The 
temporary office of the company will be 
located at 5 Nassau street, New York. 
At a meeting of the directors on Jan 
uary 11 E. W. Johnson, of Blake 
Brothers & Co., was elected president; 
A. M. Klepinger and W. Worth Smith, 
Jr., vice-presidents, and O. I. Pilat, secre’ 
tary and treasurer. 
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WHAT VALUE DO YOU PLACE ON 


ACCRUAL AC 


By Purr S. 


COUNTING:?? 


WISEMAN 


In this article the author, who is comptroller of a large middle-western banking institution, 
points out that many bankers who pride themselves on being up-to-date are seemingly unap- 
preciative of the need for competent accounting systems in their own banks. 


ILL it always be thus—that the 

\X/ banker will dispense volumes 

of advice to his clients, yet, in 
all too many instances withhold from 
his own business the application of these 
same identical principles? 

A conversation similar to the follow- 
ing will strike a familiar note—*Yes, 
Mr. So and So, I have looked over your 
financial statement but it does not pre- 
sent a very comprehensive picture. For 
instance, your inventory appears to be 
considerably out of proportion to your 
sales and you have grouped the finished 
goods, materials, supplies, etc., all into 
one item. In fact, the entire amount 
seems to be more or less of an estimate 
which will cause a decided difference in 
your earnings. I also notice that no pro- 
vision has been made for any taxes that 
you may owe, particularly the income tax 
for the year just ended. Then, too, at 
the date of your statement there were 
under discount here at the bank several 
pieces of your customers’ paper and that 
fact is not mentioned. 

“It occurs to me, Mr. So and So, that 
your fingers are not on the pulse of your 
business in the way that they should be. 
I am somewhat fearful that your costs 
are not on a practical basis and I think 
it would be most advisable for you to 
have someone install a good system of 
accounting. It need not be elaborate 
but adequate to keep you properly in- 
formed as to your progress and enable 
you to prepare a satisfactory sta.*ment 
of assets and liabilities together with 
earnings. 

Now let us assume for a moment the 


possibility of a reverse situation—“Mr. 
Banker, in looking over your recent 
statement of condition, I notice that no 
provision is evident covering your liabil- 
ity for accrued interest on deposits, like- 
wise, the accrued interest receivable on 
loans and securities has not been set up. 
Then, too, you have a liability for in- 
terest collected but not as yet earned. 
These are very sizeable items and if they 
are embodied in the balance sheet under 
proper classifications, the mental grasp 
will be facilitated.” 

It is somewhat of a paradox, that 
many bankers who pride themselves on 
being up-to-date and abreast of rapidly 
moving conditions are seemingly so un- 
appreciative of the need for competent 
systems of accounting and methods that 
will reflect the changing panorama and 
tell a worth-while story. 

After several years of discussion and 
urging, both through Governmental and 
private channels, a great many banks 
today compute their earnings on an ac- 
crual basis, but probably the great ma- 
jority of banks throughout the country, 
inclusive of many of the larger institu- 
tions, still retain the cash receipt and 
disbursement method. 


IMPORTANCE OF THE ACCRUAL BASIS 


During the last few years, the writer 
has had occasion to discuss accrual re- 
sults with a large number of bankers, 
bank auditors and bank accountants. He 
does not recall a single instance where 
these individuals have not acknowledged 
the fact, that a statement of earnings 
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prepared on a real accrual basis was more 
nearly correct, more comprehensive and 
far more indicative of the true condition 
than on any other basis. As a matter of 
fact, this is almost universally conceded. 
However, lurking in the shadows, is a 
certain fear that the installation. and 
operating cost would entail an expendi- 
ture of money far in excess of the value 
of results. The question is—“What 
value do you place on results?” Like 
many other things in this life, you can 
derive benefits commensurate with the 
effort that you put into it. 

Probably the most potent factor in a 
sensible and well administered plan of 
accrual accounting is the feature of com- 
petent control that may be maintained 
over the income receivable from loans, 
securities, real estate, buildings, lease- 
holds, etc., together with proper regula- 
tion of stated expenditure among certain 
classes of liabilities. 

It is a comparatively simple process to 
establish the daily earning power on 
loans and to take care of rebates, adjust- 
ments, minimum charges, non-accrual 
items, etc., and when these figures are 
definitely determined, one’s income is 
automatically tied up and must either be 
collected or satisfactorily accounted for. 
The same thing applies to the earning 
power of securities and where they are 
not producing an active yield such prin- 
cipal is tied under a separate control 
which renders manipulation difficult and 
insures the integrity of these earnings. 

The liability for unearned interest can 
be accurately computed and periodical 
proofs will substantiate any variations, 
which again closes a possible channel of 
temptation. 

The earning power on all classes of 
loans and securities, together with the 
average cost on all classes of liabilities, 
is coincidentally produced for any given 
period. The averages of the principal 
sums of such assets and liabilities broken 
down into sub-classifications and linked 
with the earning power or cost, as the 
case may be, will provide the vital factors 
necessary in the administration of the 


budget or for the purpose of forecasting 
earnings. Even though these two Jatter 
phases are not to be utilized, the results 
obtained will give the executives illum- 
inating information which obviously can- 
not be obtained on a strict cash basis 
with the same degree of sensitiveness. 


ACCRUAL ACCOUNTING PRACTICAL FOR 
SMALL BANKS 


Due to its flexibility, the accrual may 
be applied to a small banking business 
with results equally as satisfactory as 
those obtained in the larger institutions. 
Where the business is large enough to 
require the services of an auditor or 
auditors, the accrual will function for 
him or them in many cases with a conse- 
quent saving of audit effort. 

There is no system of accounting in 
existence, covering every phase of a busi- 
ness, which is absolutely 100 per cent. 
proof against defalcations, therefore, 
every reasonable effort should be put 
forth to minimize such possibilities. A 
properly installed, closely supervised, sys’ 
tem of accrual accounting will provide 
splendid insurance against peculations 
in the earnings from such assets as can 
be controlled in the principal sums. 
Naturally miscellaneous income or recow 
eries on old charged-off acccunts are 
more difficult to regulate. 

In the last few years much discussion 
has taken place, both in magazine articles 
and convention addresses, about “Rising 
Costs in Banking.” Present-day banking 
in many institutions has reached a rather 
tense point in the matter of proft and 
loss and, therefore, there is every reason 
in the world why the banker should ob 
tain the exact facts about his own busi 
ness in detail. He should have a com 
prehensive distribution of his operating 
expenses, the correct earning power on 
his loans and securities, the average prin’ 
cipal invested in all classes of his assets, 
together with a comparative profit and 
loss statement based on the respective 
calendar years, and a comparative bal- 
ance sheet, embodying the various ac 
crued items on both sides. If he is going 
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to successfully combat rising costs he 
most certainly must be fortified with 
statistics that tell a real story and not 
an estimated one. Banking “service” 
has become so intensified that it is not 
only expected but demanded and in 
many cases it is costing the banker far 
more than he realizes. The ratio between 


the earning power of every dollar in the 
business and the cost of operation, plus 
interest on deposits, is remarkably small 
per dollar and this is the best reason in 
the world why the income should be 
rigidly supervised and a monthly study 
be made in detail of the vital factors 
which determine the net result. 


ADVANTAGES OF THE LIFE INSURANCE 
TRUST 


day has passed when the greatest 

protection likely to be rendered 
in a life insurance settlement is a lump 
sum settlement,” said M. Albert Linton, 
vice-president of the Provident Mutual 
Life Insurance Company, Philadelphia, 
in introducing the subject of life in- 
surance trusts at the A. B. A. Fiduciary 
Conference. What he meant was that 


“T THINK it is safe to say that the 


experience has shown that lump sums are 


usually spent by beneficiaries, or swin- 
dled away from them too quickly. The 
purpose of life insurance is to protect 
beneficiaries. True protection, he said, 
means, not a sum of money, but assur- 
ance of three meals a day, a house to 
live in, and good clothes to wear. These 
are better secured by a definite income 
to the beneficiaries than by a lump sum 
payment of money. 

But most life insurance companies 
themselves have serial payment plans in 
their policies for those who desire them. 
Then where does the trust company 
come in? Chiefly, he said, where these 
serial plans fail—to provide flexibility. 
There is no provision in such serial pay- 
ment plans to meet any sort of emer- 
gency. The amount to be paid is fixed 
and it is paid, regardless of changing 
conditions. For example if the widow 
needs some extra money to educate the 
children, she cannot get it under the 
serial payment plan. If the boy for whom 
a serial payment plan has been estab- 
lished to send him to college flunks out, 
there is no way to conserve the money 


so provided until he is old enough to 
know how to take care of it. If the 
purchasing power of money decreases as 
it did during the war, nothing can be 
done about it under a serial payment 
plan. The trust company, on the other 
hand can, at its discretion, use some of 
the principal of a trust fund in such 
emergencies and that is its greatest ad- 
vantage. 

Important, too, if the estate is size- 
able, is the fact that investments select- 
ed by bank trustees yield about 5! per 
cent., while the average rate paid by life 
insurance companies on serial payments 
is 4.87 per cent. 

Finally, the creation of a life insur- 
ance trust provides the widow with a 
business advisor. “Sound business ad- 
vice may be of great value to her,” said 
Mr. Linton. “Her children also may get 
into the habit of turning to business men 
for sound advice on business problems.” 


INSURANCE TRUST AVOIDS DELAYS 


Of course, he said, some of a man’s in- 
surance should be payable in a iump sum 
to cover unpaid bills and necessary fu- 
neral expenses. The bulk of it, how- 
ever, should go into a life insurance trust 
or to the estate. If it goes into the 
estate it is subject to all the delays in- 
cident to estate settlement, probating the 
will, etc. But if it goes into a life in- 
surance trust it is paid over promptly; 
there is no difficulty over a will contest: 
in most states the amount so bequeathed 
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is tax exempt; and it begins earning in- 
terest and caring for the beneficiaries at 
once. 

Mr. Linton illustrated an insurance 
trust deed by describing his own. “A 
specified sum is set aside for my parents, 
wife, and children successively. In- 
terest only is payable to them. . . . The 
balance of the insurance money is to be 
held for the benefit of my wife so that 
she will receive the interest for life. The 
right is given to her to withdraw a cer- 
tain amount of principal each year, with 
an upper limit on the aggregate of all 
withdrawals. The trustee also is given 
the power at its discretion, to pay out 
principal up to a certain amount each 
year for the proper maintenance of the 
family. 

“At the death of my wife, or at my 
death if she be not living, the trust is to 
be divided into equal shares for the ben- 
efit of the children who receive the in- 
terest.” The same provision for the pay- 
ment of principal, if necessary, is in- 
cluded here. 

“At age thirty, upon written request 
of a child, the trustee shall pay to the 
child a certain amount of the principal. 
If no request is made, the entire prin- 
cipal shall remain in the hands of the 
trustee. At 35 the unwithdrawn prin- 
cipal shall be paid over to the child, if 
the trustee believes it would be to the 
best interest of the child to do so... . 


IN THE INTEREST OF HARMONY 


Even at the risk of being suspected 
of prying, Mr. Linton said, it is wise for 
the insurance company to ask to see the 
deed of trust covering an insurance trust, 
to make sure that the policy and the deed 


dovetail. If this is refused, the trust 
company will probably furnish “date of 
the deed; names of the parties executing 
it; whether the insured has reserved the 
right to revoke or change the beneficiary 
in the policy, to collect dividends, to ob- 
tain advances or loans on policies; and, 


—. 


if the policy is an endowment contract, 
whether the trust is to be applied at 
maturity as well as at death. The whole 
purpose in taking the trouble to find out 
these facts is to make sure that every- 
thing will move along smoothly so that 
the beneficiaries under the policies may 
receive the protection which they are in- 
tended to receive.” 


APPLIED TO BUSINESS INSURANCE 


He gave the following example of the 
application of the insurance trust to a 
business relation: 

“A closed corporation of three men 
was engaged in the advertising business. 
Each man owned one-third of the stock. 
Each ran a special department, the suc: 
cess of which depended upon his per- 
sonal efforts. In the event of death of 
one of the partners, it would be desirable 
for his business to be bought out rather 
than to have his place taken by his widow 
or by the representative of his estate. 

“Each party indorsed his stock and 
delivered it to a trust company, receiv 
ing back a trustee’s certificate with vot- 
ing right. Each man agreed to sell his 
stock to the survivors and the trustee 
was empowered to make such transfer 
at a given price per share. . . . Each 
year the parties submit a price to govern 
for the ensuing year. 

“A and B obtain and pay the premium 
on insurance on the life of C, to buy out 
C’s interest. Likewise for the others. At 
the death of one the insurance automat 
ically provides a fund to buy out his 
share in the business at the agreed price 
and the other two may continue the ar 
rangement between themselves if they 
desire. If they decide to terminate it, they 
may cancel the remaining policies and 
one-half of the cash surrender value of 
each policy goes to the decedent's estate. 
Each survivor gets one half of the cash 
surrender value of the policy on the life 
of the other.” For one company, this 
plan brought in $75,000 of business. 





THE ANALYSIS AND CONTROL OF BANK 
OPERATING EXPENSES 


By PAuL M. ATKINS 


In this article the author points out that many bank expense classifications are unscien- 
tific and have the tendency to conceal rather than reveal the real progress of the tank. This 
is a plea for a more scientific treatment of bank expense items. 


banks is rising with the increases 

in the wage level of the community. 
The cost of materials, rent and other 
expenses of operation are mounting for 
banks as well as for commercial and in- 
dustrial concerns. The output per em- 
ploye shows no tendency to augment in 
most cases, and the rate at which income 
is earned, while it fluctuates with the 
business, does not increase. The rate of 
interest paid on deposits, and taxes are 
beyond the control of individual banks. 
If the rate of net profits of the past is 
to be maintained in the future, operating 
expenses and losses must be controlled 
and reduced. This is a problem which 
is confronting the executive vice-presi- 
dent or cashier of every bank in the 
United States. 

A bank, like any other business organ- 
ization is made up of a complex of inter- 
related activities or functions. These 
functions should be logically and prac- 
tically defined and so co-ordinated that 
the work of the bank may be accom- 
plished effectively and quickly. The per- 
formance of these several functions causes 
expenditures of various kinds—for rent, 
wages and salaries, stationery, etc—and 
these expenditures are called expenses. 


[ose rate of wages and salaries in 


THE PROBLEM OF EXPENSE CONTROL 


At the present time, it is not common 
in this country to find a bank in which 
sientific study has been given to the 
problem of expense analysis and control. 
In the hanks where this is true, the prob- 
lem has been largely solved. As a matter 


of fact, bank expense classifications are 
unscientific and have the tendency to 
conceal rather than reveal the real 
progress of the bank. Moreover, ex- 
penses are commonly charged in a most 
haphazard fashion. A study of one 
bank, for example, revealed the fact that 
the cost of credit agency and association 
reports was debited on several occasions 
to two other accounts beside the one set 
up for this purpose. Half the charges to 
a “miscellaneous subscription” account 
should have been allocated, it was found, 
to an account for “subscriptions for 
magazines and books,” while most of the 
others should have been charged to an 
account for “dues.” Under such condi- 
tions, the expense accounts lose their sig- 
nificance and their utility for compara- 
tive purposes is destroyed. The bank 
cited had, moreover, one of the best sys- 
tems of expense accounts which has yet 
come to the attention of the writer. 
Another very common custom among 
banks is that of charging all stationery 
and such items as an expense in the 
month in which they are paid for, even 
though a supply sufficient for six months 
or more has been delivered. In most 
instances, also, expenses are charged in 
the month in which the bill for them is 
paid. Such habits as these destroy all 
significance of monthly expense accounts. 
Most banks also charge all purchases 
of desks and other permanent equipment 
as an expense of the month in which 
they are acquired. Obviously, such items 
are additions to fixed assets. Even if a 
bank wishes to follow an ultra-conserva- 
tive policy and write off such assets at 
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once, they should not be treated as an 
expense, but should be handled in some 
other way. 

Such loose methods of accounting on 
the part of a client of a bank would be 
most heartily condemned by the ma- 
jority of bankers if brought to their at- 
tention, yet the same bankers will tol- 
erate the conditions described in their 
own banks. It is not astonishing in the 
light of such facts that the operating ex- 
penses of banks rise or that they get 
beyond the control of the executive of- 
ficers of the banks. 


THE SOLUTION OF THE PROBLEM OF 
EXPENSE CONTROL 


The solution of the problem of ex- 
pense control depends on: 

I. The analysis of all pertinent facts so 
that an opinion may be formed and plans 
prepared on a scientific basis instead of 
by guesswork. 

II. The formulation of policies and 
plans for putting these policies into ef- 
fect. 

Il]. The execution of the plans 
adopted. 

The first step, the analysts of the ex- 
penses, depends on: 

1. A scientific expense classification. 

2. An adequate accounting mechanism 
so that expenses as they are incurred will 
be allocated to the proper expense ac- 
count for the period within which the 
benefit of the service represented by the 
expense was received. 


A SCIENTIFIC BANK 
CLLASSIFICATION 


EXPENSE 


A scientific expense classification for 
a bank necessitates that the bank be di- 
vided up into “banks”—commercial, sav- 
ings, country banks, women’s, etc.; and 
into departments—collections, credit, 
transit, bond, trust, safety vault, etc. 
The first subdivision of expenses 
should be made according to such 
a grouping of activities or functions for 
these functions are the units of adminis- 
trative control. The control of their 


operations is the significant feature in 
the internal administration of a bank. 
Moreover, such a classification of ex- 
penses makes possible the determination 
of which “banks” and departments are 
profitable and which are being run at a 
loss. 

The second sub-division of the ex 
penses should be within the several de- 
partments according to the nature of the 
expense, such as—wages and salaries of 
employes, salaries of officers, stationery, 
rent, maintenance and upkeep. This fa- 
cilitates the detailed control of the cost 
of operations of the several departments. 

Moreover, such a classification as this, 
once it is established, costs no more to 
operate than does the classification—or 
rather, lack of classification—commonly 
found in most banks. 

In addition to the benefits already in- 
dicated, such a classification aids in the 
establishment of departmental budgets 
and a general budget for the operation 
of the entire bank. This budget serves 
as a standard, as a means of forecasting 
the future requirements of the bank, 
and as a measuring device for evaluating 
the efficiency of operation of the several 
departments. 


AN EXPENSE ACCOUNTING MECHANISM 


In the development of an accounting 
mechanism for expenses, banks can learn 
much from the experience of industrial 
concerns. An analytical expense ledger 
should be set up with a controlling ex 
pense account in the general ledger. 
The entries for the expense ledger 
should be prepared by being entered in 
a voucher register for all purchases of 
materials, services, and wages. Suspense 
accounts should be established for those 
expenses which are paid only occasional- 
ly but whose benefits are obtained each 
month. An expense journal should be 
set up in which internal transfers should 
be recorded, and in this way the general 
journal may be relieved of such entries. 
Such an arrangement as this will make 
it possible to charge all expenses to the 
departments which have benefited by the 
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services which they represent, to do this 
so that all expenses for a single month 
will be charged to the proper accounts 
for the month in which the benefits were 
received, and at the same time permit 
the allocation only of expenses for which 
the benefits have actually been conferred 
during the current period. 

The policies to be adopted will be 
dependent, naturally, on the results re- 
vealed by the expenise analysis. What- 
ever plans the officers of the bank may 
make, however, may be based on definite 
and accurate knowledge of existing con- 
ditions and not on guess work. Knowl- 
edge is indeed power if subsequent action 
is based upon it. No plan or policy is 
productive unless it is put into effect. 
This applies quite as well in the case of 
expense control as in any other. 


THE BENEFITS OF EXPENSE ANALYSIS 
AND CONTROL 


The benefits to be obtained by such 
expense control are many and varied: 


1. It informs the officers of the exact 
cost of running the bank as a whole for 
the period. 

2. It shows the cost of operation of 
each department. 

3. When combined with an expense 
budget, it provides a means for measur- 
ing the effectiveness of the management 
of the several departments. 

4. It gives a basis for the formulation 
of an expense budget. 

5. It makes possible a comparison be- 
tween the income and expense of each 
department. 

6. When combined with a sound dis- 
tribution of the expense of such auxiliary 
departments, such as the credit depart- 
ment, executive department, etc., it 
makes possible the computation of unit 
costs of operation and the cost of de- 
posit accounts. 

7. If the department shows a loss, it 
provides data for deciding whether it is 
better to eliminate the activity in ques- 
tion or to retain it because of offsetting 
gains elsewhere. 


In short, it is one of the most im- 
portant means of the control of the in- 
ternal operation of a bank, because it 
supplies facts on which the officers may 
base policies of internal administration 
instead of formulating them by guess- 
work. 


TEXAS BANK ENTERTAINS 
INSURANCE MEN 


LIFE insurance underwriters of Houston, 
Texas, who have been co-operating with 
the trust department of the Second Na- 
tional Bank of Houston in closing up 
estates, were entertained at a dinner dur- 
ing the Christmas holidays by the bank. 

Addresses were made during the eve- 
ning dealing with the co-operation pos- 
sible between the two lines of business 
and the ways in which it could be car- 
ried out in Houston. Officials of the 
various insurance companies spoke and 
A. B. Culbertson, assistant trust officer 
of the bank, who has been actively en- 
gaged in co-operative work with the 
agents, spoke briefly on what the agents 
have done for the bank and what he 
would like to have them do in the future. 
He cited numerous incidents where the 
agents had been instrumental in procur- 
ing wills and trust agreements for the 
bank and of the efforts of the bank in 
selling insurance to customers who are 
in need of it. 

The trust department of the Second 
National Bank is manned by skilled men 
qualified by training and experience to 
handle the intricate matters connected 
with trust and estate management. The 
trust officer, Hudson P. Ellis, is a grad- 
uate of the law school at Ann Arbor, 
Mich. L. R. Bryan, Jr., a graduate in 
law from the University of Texas, is an 
assistant trust officer. A. B. Culbertson, 
former county attorney of Henderson 
County, is an active assistant trust ofh- 
cer. He has immediate charge of the 
problems of setting up the various trusts 
and it is largely through his efforts that 
the bank has enjoyed the hearty co 
operation of the life insurance under- 
writers. 





ELECTRIC LIGHT AND POWER BONDS 


By H. M. AppINSELL 
Of Harris, Forbes & Company. 


Writing last month in the February number, Dr. Edwards pointed out the increasing 
importance of the investment accounts of commercial banking institutions. A large percentage 
of the funds of American banks are now being placed in long-term investment securities and 
as a consequence the bank executive must be just as familiar with the technique of long-term 
investments as in the purchase of short-term commercial paper. The present article is the 
first of a series covering the high lights of various general types of investment securities. 


P [ es electric light and power busi- 
ness, from the standpoint of in- 
vested capital, now ranks with the 

leading industries in this country. Farm- 
ing, the most basic, and probably the 
oldest, industry in the world is first by 
such a large margin as to be in a class 
by itself. That the railroads rank second 
is without question. It is extremely diffi- 
cult, however, to place authoritatively 
the petroleum, iron and steel, textile or 
electric light and power industries in 
their proper rank. 

Once established through tilling of the 
soil, the earliest settlers in our country 
pushed forth into new lands. Avenues 
and new means of transportation were 
developed, leading ultimately to the con- 
struction of the railroads which began 
more than ninety-five years ago. Not 
until more than fitty years after the in- 
corporation of the first railroad was the 
foundation laid for the electric light and 
power industry through the establishment 
of the first electric central station. Since 
that time the industry has grown rapidly 
and has been responsible for many of 
the conveniences which we now enjoy. 
It is probably safe to say that the tre- 
mendous growth of our cities during the 
last half century both was made possible 
by, and has rendered indispensable, the 
services of electric light and power. Our 
homes, offices, shops and streets are light- 
ed by electricity. Our daily tasks are 
made easier, our hours of recreation and 
leisure more enjoyable. The wheels of 
industry and of transportation are 
turned by electric power. Greater ef- 
ficiency and production have been at- 
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tained with their consequent benefits to 
the workman in higher wages, better 
working conditions and improved scale 
of living. But with all the developments 
that have taken place, probably no other 
industry possesses the same possibilities 
for further expansion. 

In the development of the cential sta- 
tion electric industry the United States 
leads the world. The latest available 
comparative figures show that over 
50 per cent. of the world’s installed 
generating capacity is in this country and 
that our annual consumption of electrical 
energy exceeds the aggregate cunsump- 
tion of all other nations. In 1926 close 
to 70,000,000,000 kilowatt hours of elec: 
tric energy were generated in this coun: 
try as compared with only 175,000,000 
in 1887, and the growth has come prin: 
cipally since the World War. 


LAST FEW YEARS NOTABLE 


The last few years have been notable 
for the tremendous increase they have 
shown in the use of electricity in the 
home. In addition to the numerous im 
provements in lighting facilities, elec’ 
trical appliances are more and more 
coming into use to lessen the drudgery 
of the housewife. Electric flatirons, 
toasters, vacuum cleaners, dishwashers, 
washing machines, sewing machines, fans 
and numerous other appliances, as well as 
electrical refrigeration, are becoming 
more popular in the present era of eco” 
nomic development, which is continually 
pointing toward increased efficiency and 
a lessening of the domestic tasks. With 
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all this development, however, it has 
been estimated that the average home is 
not more than 10 per cent. electrified. 

To a large degree, the increase in an- 
nual comsumption has been due to the 
development in the use of central sta- 
tion energy for large scale power pur- 
poses. So many and diverse are the uses 
of electricity in the power field and so 
indispensable has it become that it has 
now established itself as an operating 
charge in practically every industry and 
business. Great opportunity in this di- 
rection, however, still lies in the future. 

Electrification of the railroads, which 
is now less than 2 per cent. complete, 
presents tremendous possibilities. Initial 
steps toward the electrification of ter- 
minals in the larger cities have already 
taken place, as in Chicago and New 
York, and are extending to the short 
heavier traffic lines and on to the main 
transcontinental routes. While possibly 
not in the immediate future, it does seem 
that the day is surely coming when many 
of the principal railroads of the country 
will find electrification economically pos- 
sible and desirable. Comparatively re- 
cent surveys have shown that even with- 
out considering the enormous possibiii- 
ties in connection with railroad electri- 
fication, almost two-thirds of the power 
of the industries of the country is yet 
to be electrified from central stations, and 
it would hardly be exaggerating to say 
that, with comparatively few exceptions, 
every mine and manufacturing plant now 
generating its own power is a potential 
customer for the central stations. 


DEVELOPMENT OF GENERATING UNITS 


At the beginning of this century the 
average person would have smiled dis- 
creetly and remained incredulous when 
told that in 1926 a single generating sta- 
tion would be under construction in New 
York City to have an ultimate capacity 
of more than 700,000 kilowatts, cap- 
able of supplying from under one roof 
the electric light requirements of 3,- 
000,000 six room homes. Or would not 
he have shaken his head in amazement 


when informed that Boston and Chicago 
would be interconnected by a network of 
electric transmission lines. 

The development of larger generating 
units, together with the ability to trans. 
mit energy long distances at high vol- 
tages has brought about an amazing 
growth in the development of transmis. 
sions systems in this country. One by 
one various systems have been intercon- 
nected until the entire country is being 
covered by a network of lines. Intercon- 
nection adds tremendously to the stability 
of service. It makes possible the ex- 
change of aid between companies in case 
of emergency, tends to minimize the 
necessity of reserve or stand-by stations 
and has aided in the conservation of the 
country’s diminishing fuel supplies. 
Smaller capital investment per unit of 
service is needed, operating costs are 
reduced, both of which eventually react 
to the benefit of the consumer. More- 
over agricultural communities which 
heretofore have been more or less isolated 
from power facilities are now finding 
themselves within reach of constant serv- 
ice at reasonable rates but, as yet, only 
a very small percentage of the farms in 
the United States is served from central 
stations. The farming communities 
present a fertile field for future growth 
in both lighting and power business. As 
time goes on a larger and larger per: 
centage of the farmers will become edu- 
cated to the use of power as an aid in the 
many tasks which are now performed by 
hand. In sections of the country, such 
as California, where irrigation is being 
developed, a large demand is becoming 
available in supplying electricity for 
pumping purposes. 

Much has been said of the develop 
ment of our hydro-electric resources in 
the last few years. Thus far only about 
one third of the estimated minimum po 
tential water power of our country has 
been brought into service. Of the total 
kilowatt hour output of electric energy 
in 1926, it is estimated that about 63 
per cent. was generated by steam and 37 
per cent. by hydro. 

Interconnection has made possible the 
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utilization of unharnessed water powers 
heretofore inaccessible, far from the cen- 
ter of industry, and has substantially re- 
duced generation costs through the joint 
economic use of steam and water power. 
The “pooling” of power is well illust- 
trated by drawing a simple analogy of 
an article with which most uf us are 
familiar, a sponge. Water poured on 
one or more places on the surface of a 
sponge quickly permeates its entire struc- 
ture and can be forced out from any 
part on the application of pressure. So 
with interconnection. Steam cr hydro 
power may be generated at different 
parts of the transmission system and by 
the aid of high voltages transmitted to 
the consumer. 


CONSTANT DEMAND FOR SERVICE 


The constant demand for service has 
been largely responsible for the stability 
of earnings of the electric light and 
power companies, and this demand is 
steadily increasing, due to the new uses 


being continually developed for elec: 
tricity. The earnings of industrial com- 
panies, as we all know, are particularly 
susceptible to fluctuation in accordance 
with the degree of prosperity which our 
country enjoys. While the railroads 
have fared much better, their record can- 
not compare with that of the electric 
power and light industry. Authoritative 
compilations show that not only have 
the total annual gross revenues of the 
power and light companies from the sale 
of energy never shown a decrease, but 
no single important section of the coun- 
try (such as the New England states, 
Atlantic states, North Central and South 
Central states and Mountain-Pacific 
states) has ever reported a decrease. 
What is even more remarkable, during 
the last ten years, which included the 
trying war and post-war periods, there 
has not been a failure on the part of any 
company engaged exclusively in the elec- 
tric light and power business to meet the 
interest on its obligations. A recent 
analysis, which included practically 
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every electric light and power company 
having annual gross earnings of $1,500,- 
000 and over, revealed that of the 139 
having preferred stock outstanding, 124 
have never been delinquent in the pay- 
ment of dividends and the fifteen which 
had accumulations have paid them off. 
No other industry has such a record. 
The investors of this country are 
recognizing to an ever increasing degree 
the stability of the industry and its re- 
markable record in meeting its obliga- 
tions. They have aided in financing its 
remarkable growth through the extensive 
purchase of power and light securities 
which have become so much in demand 
as to challenge the long, undisputed su- 
premacy of railroad issues. Insurance 
companies and other large institutions in 
a position to employ shrewd and experi- 
enced investment experts have been pur- 
chasing the better power and light bonds 
for many years. The investment of sav- 
ings bank funds, in view of the conditions 
of trust implied, are in most states care- 
fully regulated by law. The confidence 
in the industry has resulted in a grow- 
ing tendency to legalize power and light 
bonds under certain restrictions for such 
investment in various states. Massachu- 
setts, Rhode Island, Connecticut, Ver- 
mont, New Hampshire, Maine and New 
Jersey are among those states which al- 
ready have such laws. A bill along the 
lines of that existing in Massachusetts 
has been brought up for consideration by 
the present New York State Legislature. 


ADVANTAGE OF POWER AND LIGHT BONDS 


In the discussions leading up to these 
proposed changes in the banking laws 
of the various states, the advantages of 
power and light bonds have been clearly 
brought out. There is the necessity of 
the service which lends to the bill for 
electric service something that is very 
like the taxing power of a municipality. 
The consumer cannot withdraw his pat- 
ronage and place it with a cut-rate deal- 
er, for the economic fallacy of competi- 
tion among the power and light com- 
panies has been widely and publicly 


recognized. Such competition would in- 
volve enormous and expensive duplica- 
tion of facilities for which the consumer 
would in the long run have to pay, cither 
in higher rates or poorer service. To 
protect the consumer against these un- 
necessary charges a system of practical 
monopoly in a given territory has been 
developed. To protect him against pos- 
sible exploitation by the holder of such 
monopolies there has been developed a 
system of regulation by state commissions 
which have the power to demand and 
enforce adequate service at reasonable 
rates. 

Which power and light bonds shall we 
buy? This question is answered for the 
insurance companies by men who have 
had long experience in purchasing securi- 
ties. The private investor must rely 
largely on the integrity and standing of 
the banking house which is offering the 
securities for sale. It is the function and 
the duty of the investment banker to 
make thorough engineering, accounting 
and legal examinations of the company 
and its affairs. Only through such ex: 
aminations can the value of the securities 
be established. Of course, the individual 
investor can spare neither the time nor 
the money to conduct such investigations. 

For obvious reasons, it is impossible 
to set up any “rules of thumb” for the 
purchase of power and light bonds, as 
conditions surrounding each company 
may be totally different. The various 
savings bank laws probably have evolved 
the best tests which have as yet been 
developed. Being very properly drafted 
from an extremely conservative point of 
view, it is only natural that the restric 
tions prevent many bonds from becoming 
legal which are nevertheless entirely sat 
isfactory investments for the individual 
investor. 

Let us see what are some of the re’ 
quirements of the present existing Massa’ 
chusetts law, as applicable to companies 
operating outside that state. 


A. THE COMPANY 


1. The company must be incorporated 
under the laws of the United States, or 
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any state thereof, or the District of Co- 
lumbia. At least 80 per cent. of its busi- 
ness must be carried on within the terri- 
torial limits of the United States. 

2. The company must be subject to 
regulation by a public service commis- 
sion or similar regulating body. 


B. EARNINGS 


1. Gross earnings shall have been at 
least $1,000,000 in the last fiscal year. 

2. At least 75 per cent. of the gross 
operating revenues shall be derived from 
the sale of electric light and power or 
artificial gas or both, and not exceeding 
20 per cent. from the operation of a 
transportation system. 

3. Average net earnings for five years, 
(after deducting all operating expenses, 
maintenance, taxes, rentals and guaran- 
teed interest and dividends) shall have 
been equal to at least twice the interest 
charges for the same period on the com- 
Pany’s total outstanding funded debt, and 
for the year immediately preccding in- 


vestment at least twice the total annual 
interest requirements at the time of in- 
vestment. 


C. VALUE OF PROPERTY 


1. The oustanding bonds secured by 
mortgage and all prior lien bonds shall 
not exceed 60 per cent. of the book value 
of fixed assets as per the company’s 


books. 
D. EQUITY BACK OF BONDS 


1. Capital stock must be equal to at 
least two-thirds of the total funded debt. 
When company has no par value shares, 
value of stock shall be stated value on 
company’s books. 


E. BONDS 


1. Must be mortgage bonds. 

2. Must mature not later than thirty 
years subsequent to investment. 

3. If underlying mortgage bonds, the 
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junior mortgage must provide for the re- 
funding or retirement of same. Under- 
lying mortgage must be closed or remain 
open solely for the issue of additional 
bonds which are to be pledged under the 
junior mortgage. 

4. If refunding mortgage bond, mort- 
gage must provide for retirement all 
prior lien bonds. Prior lien mortgages 
must be closed or open only for pledge 
under the refunding mortgage. 

5. Additional bonds may be issued only 
under certain restrictions. 


F. FRANCHISES 


1. Company shall have all franchises 
necessary to operate in territory in which 
at least 75 per cent. of its gross income 
is earned, and such franchises must ex- 
tend three years beyond the maturity of 
the bonds. 


LAWS SET HIGH STANDARD 


The savings bank laws set up an ex- 
ceptionally high standard of public util- 
ity investments. Very properly they 
have been drawn to exclude ali but the 
choicest utility bonds. Inevitably it has 
been impossible to draw these laws in 
such a way that they would include all 
prime utility securities, and many of the 
very best bonds in this class are not 
available for savings bank investment be- 
cause they fail in some minor respect to 
come up to the exact letter of the law. 

For instance, in many states there are 
no public service commissions, or com- 
missions with very limited powers, and 
for this reason the bonds of such com- 
panies as Nebraska Power Company, 
Minnesota Power & Light Company, 
Northern States Power Company (Min- 
nesota), Louisville Gas & Electric Com- 
pany (Kentucky), Texas Power & Light 
Company, Dallas Power & Light Com- 
pany and Florida Power & Light Com- 
pany fail to qualify under the Massa- 
chusetts law. Other technical considera- 
tions rule out the bonds of some of the 
strongest and most highly regarded pub- 
lic utility companies in the United States, 
including New York Edison Company, 
Consolidated Gas Company of New 


York, Detroit Edison Company, Phila- 


delphia Electric Company, Potomac Elec- 
tric Company (Washington, D. C) 
Duquesne Light Company (Pittsburgh), 
Alabama Power Company, Toledo Edi- 
son Company. 

The competition of the Massachusetts 
savings banks for these bonds is thus 
automatically eliminated. This fact has 
worked to the advantage of many 
shrewd investors who purchase bonds on 
a large scale and who are in a position to 
apply the principles involved in the sav- 
ings bank laws without being bound by 
the absolute letter of them, so that these 
bonds find a particularly ready market 
among the insurance companies, the com- 
mercial banks and various other big in- 
stitutional investors. 

The year 1926 marked a new high 
record in volume of financing by electric 
light and power companies. The Elec- 
trical World estimates that approximate- 
ly $1,390,000,000 of securities were sold 
as compared with $369,374,000 in 1920. 
Close to 60 per cent. of the money raised 
in 1926 came from the sale of bonds. A 
substantial portion of the balance was 
raised through the sale of stock in “cus 
tomer ownership” campaigns which has 
served two purposes, namely, the crea 
tion of a spirit of interest and a pride of 
ownership on the part of the customer, 
and the building of a “cushion” or 
“equity” which makes the securing of 
lower rate money through the sale of 
bonds so much the easier in the future. 
The latter is particularly important to 
the bondholder as it tends to maintain a 
proper ratio of debt to property invest- 
ment and the security of the bonds. Many 
thousands of new stockholders have been 
obtained through this plan. This wider 
stock ownership entails much respon: 
sibility as it calls for a conservative and 
well thought out policy on the part of 
those responsible for the financing in 
order that maximum stability and safety 
may be given to the capital structure as 
a whole. 

The industry itself is continually 
striving to lower generation costs and to 
bring all phases of its business to a high 
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degree of efficiency. Great strides have 
already been made, but the future holds 
promise of greater achievements. The 
increasing popularity of power and light 
bonds has meant a wider market for its 
securities. Increasing recognition of the 
stability of its business will aid in lower- 
ing the costs of new money, which less 


than ten years ago was itself a large 
problem. 

With the continued growth and pros- 
perity of our country it is not impossible 
that the time may come when the elec- 
tric light and power industry will replace 
the railroads as the second industry of 
the United States. 


DETROIT BANK PLANS NEW SERVICE 


the First National Bank of De- 
troit, Mich., to the many already 
offered by banks to their customers— 
that of providing parking space for cus- 
tomers’ cars while they transact their 
banking business. To this end the bank 
will erect an eighteen story garage build- 
ing, directly connected with the bank, on 
the site now occupied by the Normandie 
and the Hermitage hotels, on Congress 
and Bates streets. 

The building, when completed, will 
have space for 700 cars and customers 
and tenants of the bank building may 
drive into the garage, leave their cars 
in the care of attendants and pass into 
the bank over a bridge structure which 
will connect the two buildings at each 
floor over the alleys which now separate 
the two properties. 

When they have completed their busi- 
ness they may return to their cars in the 
same manner, without crossing a single 
street, without worry over traffic regula- 
tions and without that search for park- 
ing space which faces every automobile 
driver on city streets. 

If the present plans, as announced by 
the First National, are carried out, 
preferential storage rates will be given to 
office-tenants of the building. Custom- 
ers of the First National Bank and the 
Central Savings Bank who are not ten- 
ants of the building, will be able to use 
the garage while transacting business in 
the bank. A small charge will be made 
if the car remains in the garage over a 
specified limit. 

The garage building, according to the 
plans, will have a number of floors de- 
‘voted to office space. The garage will 


A NEW service has been added by 


be of the ramp type, with auxiliary ele- 
vator equipment. It will follow in arch- 
itectural design the lines of the present 
banking structure of the First Netional. 

“It is entirely fitting that Detroit, 
which is known the world over as the 
center of the automobile industry, should 
have the first building in which it is pos- 
sible to park one’s car and do one’s bank- 
ing,” according to an officer of the bank. 

“This forward step should do much 
to alleviate the parking situation in the 
loop district, which is at present acute. 
The garage facilities of the bank will be 
a valuable addition to the Cadillac 
Square district, providing garage space 
within eighty feet of Woodward avenue 
and close to the heart of Detroit's finan- 
cial district.” 

This new service of the First National 
Bank of Detroit, is, so far as is known, 
unique among similar public institutions. 


GUARANTY TRUST STATEMENT 


STATEMENT of condition of the Guaranty 
Trust Company of New York as of De- 
cember 31, 1926, shows deposits of 
$604,960,206, a gain of $93,852,802 
since the last published statement as of 
November 15. Resources are $739,834,- 
965, an increase of $100,937,932; un- 
divided profits are $5,958,981, a gain of 
$756,411. Since December 31. 1925, 
the surplus was increased from $15,000,- 
000 to $20,000,000 and the total amount 
of surplus and undivided profits increased 
from $21,884,933 to $25,958,981, a gain 
of $4,074,047. Deposits increased $57,- 
602,454, and resources increased $60,- 
227,038 during the year. 























Ridgely-Farmers State Bank Building, Springfield, Illinois 


SERVICE: 3 months and 2 weeks after excavating was started 
this building was topped out and the last rivet driven. 5 months 
after excavating started the building appeared as shown in the 
photograph. It will be ready for tenants 11 months from the 
starting date. 

That’s Construction Management Service as exemplified by the Weary and 
Alford Organization. 


Design, Engineering Service, 
Construction «Management by 


WEARY AND ALFORD COMPANY 
Bank and Office Buildings 
1923 Calumet Avenue, Chicago 





BANKING AND COMMERCIAL LAW 


Important Decisions of Current Interest Handed Down by State and Federal Courts Upon 
Questions of the Law of Banking and Negotiable Instruments 


COLLECTIONS SHOULD BE MADE 
IN CASH 


First National Bank of Rigby, Idaho, v. 
First Utah National Bank of Ogden, 
United States Circuit Court of 
Appeals, 15 Fed. Rep. 


(2d) 913. 


HERE a correspondent bank, to 

\ X | which checks are sent for col- 

lection, receives in payment 
the drawee’s draft indorsed by another 
bank without recourse and the draft is 
dishonored because of the issuing bank’s 
failure before presentment of the draft, 
the correspondent will be responsible for 
the amount of the checks to the forward- 
ing bank. In the absence of agreement, 
a collecting bank is without authority to 
receive anything except cash in payment 
of checks sent to it. 

In this case, the plaintiff bank at 
Rigby, Idaho, received from different 
depositors three checks drawn on a 
banking firm at Blackfoot, Idaho, is- 
suing deposit slips upon which was print- 
ed the following: “Outside checks credit- 
ed subject to payment.” The plaintiff 
bank sent these checks to the defendant 
bank at Ogden, Utah, its correspondent. 
The defendant bank sent them to the 
First National Bank at Blackfoot, Idaho, 
and the latter presented them to the 
drawee, receiving in payment the 
drawee’s draft on a bank at Salt Lake 
City. The First National Bank of Black- 
toot indorsed this draft without recourse 
and sent it to the defendant bank. Be- 
fore the draft was presented, the banking 
firm on which the checks were drawn 
failed and the draft was consequently 
dishonored. It was held that the plain- 
tiff bank was the owner of the checks 
notwithstanding the stipulation printed 
on the Jeposit slips; that the defendant 
bank was negligent in receiving the draft 
In payment of the checks; and that it 


was responsible to the plaintiff for the 
amount of the checks. 


Action by the First National Bank of 
Rigby, Idaho, against the First Utah Na- 
tional Bank of Ogden, Utah. From the 
judgment, plaintiff brings error. Re- 
versed and remanded, with directions. 

The parties being referred to in the 
order in which they appear in the trial 
court, plaintiff, a national bank doing 
business in Rigby, Idaho, received three 
checks, each dated November 26, 1923, 
from different customers, drawn by one 
T. C. Bond, on D. W. Standrod & Co., 
Bankers, of Blackfoot, Idaho, in follow- 
ing amounts, to wit: $247.50, $1137.75, 
and $1956.57, aggregating $3341.82— 
and indorsed by payee customer for de- 
posit, to whom it issued a deposit slip 
for amount of such check on which was 
printed the following: “Outside checks 
credited subject to payment.” These 
checks were sent by plaintiff to defend- 
ant, its correspondent at Ogden, Utah, 
in the usual course of business between 
them, which was, upon the mailing of the 
checks by plaintiff to defendant the lat- 
ter would immediately be charged with 
the face thereof, and upon receipt of 
same plaintiff would immediately be 
credited with such amount. The checks 
reaching defendant on November 27, 
1923, it immediately gave credit to plain- 
tiff for amount of $3341.82, and sent 
same for collection to First National 
Bank of Blackfoot, Idaho. Said checks 
being received on November 28, 1923, 
and on same day presented for payment, 
it accepted in payment a draft drawn 
in favor of said First National Bank of 
Blackfoot on Walker Bros., Bankers, of 
Salt Lake City, Utah, in the sum of 
$3341.82, surrendering same to said D. 
W. Standrod & Co. This draft, indorsed 
by First National Bank of Biackfoot, 
Idaho, without recourse, was sent directly 
to defendant. 
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November 29, 1923 (Thursday), be- 
ing a legal holiday, the following day 
D. W. Standrod & Co., Bankers, failed 
to open for business, the state banking 
commissioner taking charge of said bank. 
Defendant on said date, receiving notice 
of such failure, so advised plaintiff, and 
stated that it would forward to it the 
three checks as soon as same were re- 
turned to it, and thereafter on same day 
received from First National Bank of 
Blackfoot a card acknowledging receipt 
of the three checks. On December 1, 
1923, defendant receiving through the 
mail said draft on Walker Bros., Bank- 
ers, advised plaintiff by mail that it was 
forwarding same to Walker Bros. at Salt 
Lake City for collection. On December 
4, 1923, said draft being dishonored, it 
was returned to defendant. Defendant, 


through its cashier, calling plaintiff over 
long-distance telephone and asking for 
instructions concerning said draft, was 
directed by plaintiff's cashier to return 
said draft to First National Bank of 
Blackfoot for recovery of original checks 


or items; the plaintiff at that time not 
having been advised that the draft on 
Walker Bros. was indorsed without re- 
course. Thereafter defendant advised 
plaintiff by letter that it had returned the 
draft to First National Bank of Black- 
foot, with request that it demand of the 
D. W. Standrod & Co. the return of 
said checks that had been surrendered 
in lieu of said draft. On December 6th 
defendant again received from First Na- 
tional Bank of Blackfoot the draft on 
Walker Bros. with a letter stating that 
it could not obtain return of said checks. 
Defendant then by mail advised plaintiff 
of such fact, inclosing to it said draft. 
Plaintiff, receiving said draft on Decem- 
ber 7, 1923, immediately returned same 
to defendant, demanding credit for the 
amount of the three checks, to wit, 
$3341.82, which was refused. 

Plaintiff in its petition averred that it 
was “the owner and holder of each and 
all of said checks,” and that plaintiff 
has been damaged in the sum of 
$3341.82, which said loss grows out of 
the loss to the complainant of the checks 


as aforesaid, and said loss was occasioned 
solely by the carelessness and negligence 
of the defendant.” 

Without a conflict it was proved that 
“it was not in the ordinary course of 
banking, in the sections where these vari- 
ous banks were located at the time in 
question, to remit a draft drawn by the 
bank from whom the collection was 
made, payable to the collecting bank and 
indorsed by the collecting bank without 
recourse.” The customary method was 
for the collecting bank to remit exchange 
in the form of a draft drawn by the col- 
lecting bank and payable to the bank 
from which it received the collection 
items. 

After the introduction of all the evi- 
dence, both parties moved the court for 
directed verdict, the defendant assigning 
grounds as follows: (1) No proof that 
plaintiff was owner of said checks; (2) 
improper parties plaintiff; (3) ratifica- 
tion on part of plaintiff; (4) negligence 
on part of plaintiff in not charging items 
back to the three depositors; (5) no 
negligence on part of defendant; (6) 
plaintiff, if entitled to bring action, it is 
only as assignee of depositors, and none 
of the separate items within the juris 
dictional amount. And plaintiff as fol- 
lows: (1) Defendants surrendered said 
items for something other than cash and 
contrary to usual custom of banks in 
handling same; (2) defendant negligent 
in receiving draft indorsed “without re- 
course,” under conditions disclosed by 
record, and not properly notifying plain- 
tiff on December 1, 1923. 

Plaintiff and defendant each having 
indicated their intention to move for 
directed verdict, the court stated that 
“the two motions in effect take the case 
from the jury and requires the court to 
pass upon it.” Counsel for plaintiff then 
stated: “Would this be possible under 
the circumstances, if the court please, in 
view of the turn the case has taken, and 
apparently it is being narrowed down to 
perhaps one or two _ propositions: 
Couldn’t the jury be discharged here by 
understanding, and the matter submitted 
to your honor for final decision upon the 
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matter?” And the court stated: “I 
couldn't consider it, unless you men 
agreed to it. * * * If you gentlemen 
will consent to the discharge of the jury 
and submit the case to the court, I will 
take it under advisement, and you may 
file briefs upon this question.” Counsel 
for defendant then stated: “I don’t be- 
lieve we are in a position to agree to 
that. We think the orderly course 
would be—we have raised other ques- 
tions here which we would also desire 
to raise, and we think it would not be 
fair to us now to ask us to agree that 
this case be continued for further hear- 
ing. We think it should be disposed of, 
and upon motion for new trial we can 
argue all those questions; then either 
side can take such further action as they 
see fit.” The court then stated: “Unless 
counsel consents, we cannot waive a jury. 
So far as I view it, the case is within 
very narrow limits. Fill out a verdict, 
finding in favor of the plaintiff, and 
assess his damages at $1.” 


WILLIAMS, District Judge (after 
stating the facts as above). Under con- 
trolling authority in Federal courts upon 
the deposit of paper unrestrictedly in- 
dorsed and credit of the amount to the 
depositor’s account, the bank becomes the 
owner of the paper, notwithstanding a 
custom or agreement to charge such paper 
back to the depositor in event of dis- 
honor; such agreement evidenced by fol- 
lowing indorsement on the deposit or 
credit slip: “Outside checks credited sub- 
ject to payment.” City of Douglas v. 
Federal Reserve Bank of Dallas, 271 U. 
S. 489, 46 S. Ct. 554, 70 L. Ed. 1051, 
decided by Supreme Court of United 
States June 1, 1926, and Federal Re- 
serve Bank v. Malloy, 264 U. S. 166, 
167, 44 S. Ct. 296, 68 L. Ed. 617, 31 
A. L. R. 1261. The defendant bank, 
I receiving the checks for collection, 
was itself bound, not only to use due 
care, but was also liable to plaintiff for 
a failure to collect, resulting from negli- 
gence of any bank to which it transmits 
the checks for collection, in effect being 
responsible for proper diligence on part 


of correspondent employed by it to effect 
such collection. City of Douglas v. 
Federal Reserve Bank of Dallas, supra. 
The acceptance of the draft on Walker 
Bros., of Salt Lake City, by the First 
National Bank of Blackfoot, Idaho, act- 
ing for the defendant, had effect of re- 
leasing drawer as well as indorsers of 
said three checks, resulting in a transfer 
of the drawer’s funds and surrender of 
his right of action against the drawee 
bank; previous rights and obligations by 
the owner of the check and drawer being 
superseded and released to the drawee, 
the checks being thereby paid, and the 
drawer and indorsers discharged. City 
of Douglas v. Federal Reserve Bank of 
Dallas, supra; Id. (C. C. A. Sth Cir.) 
2 F.(2d) 818, 44 A. L. R. 1425; Id. 
(D. C.) 300 F. 573; Malloy v. Fed. Re- 
serve Bank, supra; Id. (C. C. A. 4th 
Cir.) 291 F. 763; Id. (D. C.) 281 F. 
997. 

A bank, as collecting agent, is without 
authority to accept for the debt of the 
principal anything but that which the 
law declares to be a legal tender, or 
which is by common consent considered 
and treated as money, and passes as such 
at par; the rule applying to a bank re- 
ceiving commercial paper for collection. 
If such bank accepts the check of the 
party bound to make payment and sur- 
renders the paper, it is responsible to the 
owner for any resulting loss. The ac- 
ceptance by the bank as collecting agent 
of anything else rendered it liable to the 
holder as though it had been collected in 
cash. Federal Reserve Bank v. Malloy, 
264 U. S. 166, 167, 44 S. Ct. 296, 68 
L. Ed. 617, 31 A. L. R. 1261. 

The cause of action as herein declared 
complies with the essentials of assumpsit 
at common law: (1) Implied promise; 
(2) breach; and (3) damages—the meas- 
ure of recovery being sum due on account 
of what was done under such contract. 

The effect of a request by each side 
for a directed verdict in the hearing be- 
fore this court is not in any way con- 
sidered by counsel. Both parties, asking 
for a directed verdict, thereby submitted 
to the court the ascertainment and final 
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determination of the disputed facts of the 
case, and as to such controverted facts 
there can be, under this record, no re- 
view. But as to the undisputed facts in 
the court below, as disclosed by the 
record before us, on review here, it may 
be determined whether error was com- 
mitted as to the application of the law. 
Empire State Cattle Co. v. Atchison, 
Topeka & S. F. R. Co., 210 U. S. 1, 
28 S. Ct. 607, 52 L. Ed. 931, 15 Ann. 
Cas. 70; Meyer & Chapman State Bank 
v. First National Bank of Cody (C. C. 
A.) 291 F. 42; Jackson v. Bell (C. C. 
A.) 14 F. (2d) 61. The trial court upon 
the uncontroverted evidence should have 
directed a verdict in favor of plaintiff for 
$3341.82, with interest. 

This case is reversed and remanded, 
with instructions to proceed in accord- 
ance with this opinion. 


BANK COMMISSIONER MUST 
GIVE NOTICE OF DISHONOR 
ON NOTE IF IN CHARGE 
OF INSOLVENT BANK 


State ex rel Mothersead, Bank Commis- 
sioner, v. Rutland, Supreme Court 
of Oklahoma, 250 Pac. Rep. 
914. 


Unless the indorser of a note has 
waived notice of dishonor, notice must 
de given to him if the note is not paid at 
maturity. The failure to give him such 
notice will discharge him from liability 
on the note. This rule applies to a state 
banking commissioner in charge of the 
affairs of a bank in the course of liquida- 
tion with the same effect as it does to 
any private individual or corporation. If 
the bank commissioner, in such a case, 
neglects to give notice of dishonor he 
will not be permitted to collect the 
amount of the note from the indorser; 
nor can he apply to the satisfaction of 
the note a sum on deposit in the bank 
in the indorser’s name. 

Action by the State, on the relation of 


against Ray Rutland, principal, and Eu- 
gene M. Kerr, as indorser, on a prom- 
issory note. Cross-action by Eugene M. 
Kerr against plaintiff. From an adverse 
judgment, relator appeals. Affirmed. 


STEPHENSON, C. [1] The petition 
of the plaintiff alleges that Ray Rutland 
executed and delivered his several notes 
to Eugene M. Kerr and James F. Spauld- 
ing, doing business as the Muskogee Nash 
Motor Company; that Eugene M. Kerr 
and James F. Spaulding, for value before 
maturity, transferred and assigned the 
notes to Eugene M. Kerr, who trans 
ferred and assigned the notes before ma- 
turity for value to the Central State 
Bank of Muskogee. The bank commis 
sioner took charge of the bank for the 
purpose of liquidation some five months 
before the notes became due. The an- 
swer of the defendants pleaded that the 
notes did not waive notice of present- 
ment for payment and notice of dishonor; 
that the notes were not presented for 
payment, and the notice of dishonor was 
not given to the indorsers. The answer 
further set forth that Eugene M. Kerr 
had $900 on deposit in the Central State 
Bank when the bank commissioner took 
charge of the institution for the purpose 
of liquidation. The funds to the credit 
of Eugene M. Kerr were credited on the 
notes. The defendant charged that the 
appropriation of the funds to the pay- 
ment of the notes was unlawful and 
without authority, and prayed judgment 
against the plaintiff in ‘his cross-action. 
The trial of the cause resulted in judg- 
ment against the plaintiff. The plaintiff 
has appealed the cause here, and pre- 
sents the single proposition that the bank 
commissioner is not required to comply 
with the Negotiable Instruments Act 
(Comp. St. 1921, §§ 7664-7859) in 
winding up the affairs of a failed bank, 
and was not required to present the notes 
for payment and give notice of dishonor 
to the indorsers. The plaintiff in error 
cites the case of Engle v. Shepherd, 100 
Okl. 200, 229 P. 208, in support of his 
contention that he was relieved from pre- 


O. B. Mothersead, Bank Commissioner, senting the note for payment and giving 
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notice of failure of payment. The Engle 
case goes no farther than to hold that 
presentment for payment and notice of 
dishonor are unnecessary, where a prin- 
cipal insolvent bank is in the hands of a 
liquidating agent. The case is not in 
point on the question here presented. 

The plaintiff in error cites the case of 
White et al. v. State ex rel. Attorney 
General, 94 Okl. 7, 220 P. 624, in sup- 
port of the proposition submitted. But 
the case goes no farther than to apply 
the rule that the statute of limitation 
does not run against the state on an 
action on a promissory note held by the 
state bank commissioner as assets of an 
insolvent bank. The plaintiff in error 
also calls the attention of the court to 
section 7751, C. O. §S. 1921, but this 
statute excuses presentment of payment 
only when the default is caused by cir- 
cumstances beyond the control of the 
holder and not imputable to his default, 
misconduct, or negligence. By the 
statute, the holder under such circum: 
stances is required to make presentment 
with reasonable diligence after the cause 
for delay ceases. The plaintiff in error 
did not attempt to plead any excuse for 
the failure to present the notes for pay- 
ment or plead any waiver of the re- 
quirement for presentment for payment 
and notice of dishonor on the part of the 
indorsers. 

We do not understand that the bank 
commissioner is relieved from meeting 
the requirements of the Negotiable In- 
struments Act in relation to the collec- 
tion of notes payable to a failed bank. 
The plaintiff in error has failed to cite 
authority showing that the bank commis- 
sioner is relieved from the requirements 
of the Negotiable Instruments Act in this 
respect. In the case of Grimes v. Tate, 
21 Okl. 361, 99 P. 810, the court said: 

“In an action upon a promissory note 
by an indorsee against an indorser, the 
petition must allege notice of dishonor 
by the maker, or such facts as excuse a 
notice of dishonor.” 

In the case of Shaffer v. Govreau, 36 
Okl. 267, 128 P. 507, the court said: 


“A petition, in an action on a nego- 


tiable promissory note against the in- 
dorser thereof, which fails to allege, 
either that the indorser had been noti- 
fied of its dishonor, or facts excusing its 
failure to give notice, is defective.” 

If, as a matter of law, the bank com- 
missioner is relieved from the duty of 
presenting a note for payment and giv- 
ing the indorsers notice of the dishonor, 
the petition would be sufficient by al- 
leging the insolvency of the bank and the 
possession of the notes by the bank com- 
missioner in course of liquidation, and 
that the same were due and payable. 
But, if the plaintiff relied on a waiver on 
the part of the indorsers, it would be 
necessary to plead the facts on which the 
plaintiff relied. 

The plaintiff undertook to prove acts 
and conduct on the part of the indorsers 
to waive the requirement of presentment 
and notice of dishonor, but this evidence 
went in over the objection of the de- 
fendants. So the question is now before 
us in the same situation as if it had been 
presented on a judgment overruling a 
general demurrer to the petition. 

[2] The court did not commit error in 
rendering judgment against the plaintiff. 

The judgment is affirmed. 


LOSS DUE TO TEMPORARY MIS- 
PLACEMENT OF SUBSCRIPTION 
WARRANT COVERED BY 
BANKER’S BLANKET 
BOND 


Manufacturers National Bank of Troy 
v. United States Fidelity & Guaranty 
Co., New York Supreme Court, 
Appellate Division, 218 N. Y. 
Supp. 332. 


The defendant company issued a 
“banker’s blanket bond” in which it 
agreed to indemnify the plaintiff bank 
for any loss of money, currency, bonds, 
notes, or other securities, in which the 
bank might have a pecuniary interest, or 
which it might hold as collateral or as 
bailee, trustee, or agent, sustained by the 
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bank through robbery, misplacement or 
destruction, with or without negligence 
on the part of the bank’s employes. 

While this bond was in force and on 
January 4, 1926, a customer of the 
plaintiff bank delivered to the bank's as- 
sistant cashier a subscription warrant 
which entitled the customer to subscribe 
for bonds of the Brooklyn Gas Company. 
Under the terms of the warrant, the right 
to subscribe expired at 3 o'clock on the 
afternoon of January 15, 1926. The 
warrant should have been filed in such 
manner as to go forward in the regular 
course of business in time for the right 
of subscription to be exercised. But, 
through an oversight on the part of the 
assistant cashier, it became mixed with 
other papers on his desk and was mis- 
placed. 

At about 11 o'clock in the forenoon 
of January 15th, the customer asked the 
assistant cashier if the warrant had been 
sent forward, telling him that the right 
to subscribe expired at 3 p. m. on that 
day. After an extensive search, the as- 
sistant cashier found the warrant and im- 
mediately sent it to the National City 
Bank, the gas company’s agent in the 
matter. The warrant arrived at the Na- 
tional City Bank after 3 o'clock, how- 
ever, and the customer’s right to sub- 
scribe was lost. 

It was held that the loss caused by 
the misplacement of the warrant was 
covered by the bond notwithstanding the 
fact that it was merely temporarily mis- 
placed and not permanently lost and that 
the defendant company was, therefore, 
liable. 

Appeal from Trial Term, Rensselaer 
County. 

Action by the Manufacturers’ Na- 
tional Bank of Troy ‘against the United 
States Fidelity & Guaranty Company. 
Judgment for plaintiff, and defendant 
appeals. Affirmed. 


The question in this case is the con- 
struction of an indemnity insurance pol- 
icy, called a banker’s blanket bend. The 
terms of the policy, excluding parts we 

em unnecessary to the decision of this 


case, are as follows: The policy or bond, 
after reciting that each annual premium 
is based upon the total number of the 
insured’s officers, clerks, and other em- 
ployes, continues: “The underwriter 
hereby undertakes and agrees to indem- 
nify the insured and hold it harmless 
from and against any loss * * * of 
money, currency, bullion, bonds, * * * 
warrants, * * * promissory notes, 
checks or other similar securities, in 
which the insured has a pecuniary in- 
terest, or held by the insured as collateral. 
or as bailee, trustee, or agent, and 
whether or not the insured is liable there- 
for, * * * sustained by the insured 
* * * through robbery, * * * misplace- 
ment or destruction, whether effected 
* * * with or without negligence on the 
part of any of the employes while the 
property is actually within any of the 
insured’s offices covered hereunder. * * * 
The foregoing agreement is subject to 
the following conditions and limitations: 
* * * (5) The value of any securities 
for the loss of which claim shall be made 
hereunder shall be determined by the 
average market value of such securities 
on the day preceding the discovery of 
such loss. * * *” 


VAN KIRK, J. On or about January 
4, 1926, and while defendant’s blanket 
bond was in force, a customer of plaintiff 
was the owner of a subscription warrant, 
the value of which was an assured right 
to subscribe for bonds of the Brooklyn 
Gas Company. On that day he deliv- 
ered such warrant properly indersed, to 
plaintiff's assistant cashier in ‘ts bank, 
and instructed him to transmit it, to- 
gether with the sum to be paid for the 
bonds, and in due time, to the National 
City Bank of New York City, the agent 
through whom his right must be exer- 
cised. The time within which to exer- 
cise that right expired at 3 o'clock in the 
afternoon of January 15, 1926. The as- 
sistant cashier, duly authorized to per- 
form such service on the part of the 
bank, received the warrant. The bank 
had provided a security box, within 








416 THE BANKERS MAGAZINE 





which were compartments arranged for 
the safe-keeping of outgoing business ac- 
cording to the time when action must 
be taken thereon, and it was the duty of 
the assistant cashier to place this sub 
scription warrant in the proper compart- 
ment. If he had done so, the warrant 
would have been forwarded in the regu- 
lar course of business in sufficient time 
to exercise the rights conferred therein. 

The assistant cashier, however, neg- 
lected to so deposit this warrant. He laid 
it upon his desk; it became mixed with 
other papers and was misplaced. Albout 
11 o'clock in the forenoon of January 15, 
1926, the customer asked the assistant 
cashier if he had sent on his subscription 
warrant, and told him that the time for 
exercising. his right thereunder expired at 
3 o'clock in the afternoon of that day. 
The assistant cashier thereupon made 
search for the warrant and found it in a 
drawer of his desk among other papers. 
He immediately sent it on to the Na- 
tional City Bank, where it arrived after 
its due hour, and the right to subscribe 
was refused. The value of the right to 
subscribe under this paper is admitted, 
and the amount of the judgment is un- 
disputed. It is also admitted and found 
that the bank has paid to the customer, 
before this action was begun, the amount 
of the loss sustained by him. 

Appellant's whole contention is that 
the only loss against which the defendant 
indemnified plaintiff was the physical 
loss of a specific kind of property named 
in the bond, and that the bond does not 
cover a money loss not actually due to 
the physical permanent loss of specific 
property; that it does not cover a loss 
sustained by reason of a misplacement of 
a valuable paper named therein, which 
was found too late, when valueless. 


[1] We think this construction is too 
narrow. A reading of the policy sug- 
gests that the parties thereto intended 
that it should cover broadly losses which 
were sustained in consequence of the mis- 
placement of any one of the securities or 
kinds of property named in the bond, 
and which misplacement was due to the 


riegligence of the officers and employes 
of the bank. That the bond is called a 
“blanket bond” has significance. The 
bond was drawn by the defendant com- 
pany, and it must receive a fair and rea 
sonable construction, giving to its words 
and expressions their usual and expected 
meaning, and in the light of the nature 
of the transaction. Kean v. National 
Surety Co., 241 N. Y. 252, 149 N.E 
849. 


[2] What, then, is the usual meaning 
of some of the words and expressions 
used? The bond secures against the 
loss of “money” and “currency.” Cur. 
rency is certainly money; it consists in 
common speech of coin, government 
notes, and bank notes. But money means 
not currency only; it means wealth, cap- 
ital, property. If money meant only 
currency, there would be no reason for 
using the two words. In ordinary ex: 
pression, “loss of money” means “money 
loss.” It is very common to hear the ex 
pression, “he lost in such a deal;” “he 
lost money on such a security.” Indeed, 
the loss of a bond would occasion no 
loss, if the bond had no money value; it 
is then but a souvenir of ill luck or folly. 
The loss of a bond is not confined to the 
physical loss of the paper on which it is 
printed; the obligation to pay gives the 
only value to the bond, and, when the 
valid obligation thereon is lost, the bond 
is lost. 

The meaning of “misplacement™ can- 
not be questioned. It means “put in a 
wrong place.” To place a subscription 
warrant where, in the accustomed way of 
work, it ought not to be, is a misplace- 
ment of the warrant. What else could 
the parties have thought the word meant? 
Misplacement of an article certainly does 
not contemplate a permanent loss of the 
article, as would happen in case of “de- 
struction"—a word used in the bond 
along with “misplaced.” If a paper is 
misplaced, it is lost by reason of misplace’ 
ment until it is found, and finding it does 
not establish that it was not lost while 
misplaced. The search for it might oc 
casion a damaging delay. The bond 
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covers misplacement while the property 
is actually within any of the insured’s 
ofices covered thereunder; the expres- 
sion does not contemplate a permanent 
physical loss. Ordinary meanings of the 
word “through” are “by means of,” “in 
consequence of,” or “by reason of.” 

We think, first, that within the mean- 
ing of this bond the subscription war- 
rant was lost through, or in consequence 
of, misplacement, which in turn was due 
to the negligence of an employe; while 
so lost it became valueless; its life had 
expired; it was no longer a valuable piece 
of property; it was as if destroyed. There 
was the actual loss of the warrant. 

[3] We think, second, that, giving 
the words of the bond their ordinary 
meaning, as applied to this particular 
case, the underwriter agreed in this 
“banker's blanket bond” to indemnify 
the plaintiff against any “money loss,” 
“loss of value,” sustained in conse- 


quence of, or as the result of, the mis- 
placement of the subscription warrant 
through the negligence of the assistant 


cashier while the property was actuallv 
within the insured’s offices, even though 
the misplacement of the warrant be not 
_— the equivalent of its physical 
Oss. 

The condition “that the value of any 
securities for the loss of which claim 
shall be made hereunder shall be deter- 
mined by the average market value of 
such securities on the day preceding the 
discovery of such loss” is referred to as 
sustaining appellant’s contention. In our 
view, this “condition” was not added for 
the purpose of limiting the terms of the 
bond, or of defining what was intended 
by the word “loss.” The key word in 
the condition is not “loss,” but “value;” 
the words “for the loss of which claim 
shall be made” constitute merely a clause 
modifying and descriptive of the “securi- 
ties,” the value of which is to be de- 
termined. This “condition” is confined 
to securities, the only kind of property 
named in the bond which has a con- 
stantly fluctuating value; because of that 
fact the other kinds of property are not 
mentioned. Securities fluctuate in value 

4 


from day to day. Whether they are list- 
ed or over the counter securities, their 
sales are quoted in the financial sheets. 
Their prices rise and fall as sales are 
made; the average of these selling prices 
shows the average market value of the se- 
curity on a given day. 

The value of a security for which a 
defendant is liable is always an impor- 
tant question, and often a sharply con- 
tested one. May a recovery be had for 
the highest price, or the average price, 
in order to fix market value? And with- 
in what period of time is finding of the 
market price to be confined? The par- 
ties here by this condition removed this 
vexed question from dispute, and such 
was the one purpose of adding it. If 
this condition limited the bond to cover 
physical loss only of property, we think 
there would be no meaning to the pro- 
visions of the bond, which provide for 
indemnity against loss of money sustained 
by the insured through, or in conse- 
quence of, the misplacement of a valu- 
able paper while it is actually within the 
insured’s offices. 

Let us take an illustration: One of 
the valuable papers named in the bond 
is a promissory note. Assume that the 
maker is financially irresponsible—in 
common speech, is execution proof—and 
that the obligation of the indorser alone 
makes the note valuable. An employe of 
the bank misplaces this note, so that, 
when the time for protest arrives, it is 
not found, is lost, and the indorser is 
thus discharged of liability. The bank 
thereby suffers a money loss by reason 
of the misplacement of the promissory 
note through the negligence of an em- 
ploye and while the note is still in the 
bank. In our view, such a loss would 
come within the terms of this bond and 
would be a parallel of the loss in the 
present case. Or assume that a note, 
delivered to the bank for collection, is 
misplaced, and so remains until the 
statute of limitations has run against it; 
is not the note lost, unless the indorser 
waives the statute? 

The judgment should be affirmed, with 
costs. All concur, except 























ECAUSE the operation of 
the Dalton bank posting ma- 
chine 1s geared to 140 strckes per 
minute—-40 more than the aver- 
age bank machine—you can turn 
out more work with it than with 
any other posting machine on the 
market! The 10-key keyboard is 
scientifically arranged so that 
fingers find the correct keys in- 
stinctively. And no matter how 
fast you operate it, this Dalton 
always has speed in reserve. 


Yet it is so easy to operate. No 
turning the head from machine to 
work and back again. You oper- 
ate the Dalton by “touch method” 


F-A-S-T-E-R 


than the fastest 


fingers 


—eyes on work, fingers on keys. 
Spend a whole day at the machine 
—you're still fresh, ready for 
more work. No fatigue, no 
“figure fuzz”. 


Drop in at the office of the 
nearby Dalton Sales Agent and 
operate the Dalton bank posting 
machine—see for yourself how 
remarkably simple and speedy it 
is. Learn, too, about all the 
other exclusive posting advantages 
which this model offers. Or 
phone the Dalton Sales Agent— 
he will arrange a demonstration 
at your convenience. 


DALTON ADDING MACHINE DIVISION OF 
REMINGTON RAND, INC. 
Cincinnati, Ohio, U. S. A. 


Agents for Canada: The United Typewriter Co., Toronto and Branches 


Sales Agencies in all the Principal Cities of the World 
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HENRY T. KELLOGG, J. (dissent- 
ing). Mr. Justice VAN KIRK inter- 
prets the words “any loss * * * of 
money” to mean any financial loss, or 
any damage. That reading makes su- 
perfluous the words “currency, bullion, 
bonds, debentures, scrip, certificates, 
warrants, transfers, coupons, bills of ex- 
change, promissory notes, checks, or 
other similar securities,” which follow 
the word “money.” With these words 
omitted, the bond would insure against 
“any loss of money * * * through rob- 
bery, larceny (whether common-law or 
statutory), burglary, theft, holdup, mis- 
placement, or destruction,” and the pre- 
cise meaning which Mr. Justice VAN 
KIRK gives to the bond would be ex- 
pressed. The words which he seeks to 
omit are present in the bond for some 
useful purpose. Of “currency,” “bul- 


“BANKERS’ HOURS” 


HE average man, with his concep- 
tion of “bankers’ hours” as ten to 


three, would have received the 


shock of his life if he had looked into 
the Guaranty Trust Company, New 
York, on Sunday, December 12, 1926. 





Club rooms at the Guaranty Trust were open all day and music and dancing offered 
diversion during intermissions in the work. 


. 


lion,” “bonds,” “scrip,” “coupons,” 
“warrants,” etc., the only “loss” possible 
is a physical loss. “Loss,” having been 
used in the sense of a concrete loss as 
to such items, cannot, in the same sen- 
tence, have been used to express an ab- 
straction, such as is signified by the 
words “deprivation” or “damage.” 
Clearly the loss intended is the loss of a 
physical thing. This is conclusively 
shown by the following provision of the 
bond, viz.: 


“The value of any securities for the 
loss of which claim shall be made here- 
under, shall be determined by the aver- 
age market value of such securities on 
the day preceding the discovery of such 
loss.” 


I think there should be a reversal and 
dismissal. 


AT THE GUARANTY 


Tables filled every aisle of the main 
banking floor. At 7.00 o'clock in the 
morning some of the staff was at work 
there. More came at 9.00. By noon a 
force of 290 was at work at full speed. 
And they stayed at it until the job was 
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/ ON “qd for non-residents 


AK 
ee ‘Tue Massachusetts 
laws impose noincome, 
inheritance, or other 
tax on a non-resident 
because of his making, 
or being a beneficiary 
under, a Trust in this 
state. 
OLD COLONY TRUST 
COMPANY manages a 
large number of Trusts 
for residents and corpo- 
rations of other states. 


Individual Trusts $133,000,000 
Corporate Trusts 898,000,000 
Agency Accounts 348,000,000 
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COLONY TRUST COMPANY 


17 COURT STREET, BOSTON, MASSACHUSETTS 
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A few of the 300 employes who voluntered from practically every department of 
the bank for the week-end of extra-routine work. 


finished at about 4.00 o'clock the next 
morning. 

For the Guaranty had a “rush job” on 
hand. The Standard Oil Company of 
New Jersey had offered to its $200,- 
000,000 of preferred stockholders $120,- 
000,000 of debenture bonds for sub- 
scription, subject to allotment. The 
Guaranty, being transfer agent for the 
stock, had the monumental job of trans- 
ferring it. Some of the subscriptions 
could not be filled, and new certificates 
had to be issued for the stock sent in. 
The rest of the stock had to be trans- 
ferred to a nominee of the Standard Oil 
Company, for retirement March 15, 
1927. 

Thus, between Saturday morning, 
when the stock began to come in from 
J. P. Morgan & Co., and Monday morn- 
ing, indorsements had to be passed on; 
wills, waivers, probate certificates and 
trust agreements had to be examined; 
certificates had to be checked for stop 
transfers; new certificates had to be made 
out, recorded and checked; old certifi- 
cates had to be canceled and filed in the 


archives; the transfer sheets had to be 


examined and the totals proved—these 


and many other operations for $120,- 
000,000 of stock had to be completed. 

The loyal employes who gave up their 
day of rest to make it possible were 
served a big turkey dinner on Sunday 
in the bank’s restaurant; they had a “tea 


party” at midnight (but coffee was 
served to keep them awake); and at 4.00 
a. m. Monday Vice-President O'Neill 
led a raid on the bank’s ice box and a 
successful ham and egg hunt. Every- 
body had a good time, including Captain 
Gaul of the special officers, who, attired 
in a natty business suit instead of his 
uniform, was mistaken by a caller for a 
vice-president in charge of the work. 

At 5.00 a. m. Monday the last deliv- 
ery of shares arrived from J. P. Morgan 
& Co. By 6.30 they had been trans- 
ferred and delivered to the registrar, the 
Equitable Trust Company, and by 9.30 
the job was completed, with the last de- 
livery of the new shares to J. P. Morgan 
& Co. And the staff went and had 
breakfast. 

Such jobs are not unusual at the 
Guaranty. The fiduciary department 

















International Securities Trust 
OF AMERICA 


A MASSACHUSETTS TRUST 


Condensed Statement 
November 30, 1926 


RESOURCES: 


Investments at Cost (market value $22,108,372.04)......$20,862,383.77 
Cash in Banks 1,782,236.38 
Accrued Interest and Current Items 472,262.41 
Subscriptions to Capital Shares (since collected) 2,261,251.44 
Bond Discount (unamortized) me 97,775.36 














$25,475,909.56 








LIABILITIES and CAPITAL: 





Cumulative Preferred ($100 par) $ 9,594,100.00 
Common Class A (no par) 

226,466!4, issued; 10,5381 subscribed 3,415,090.00 
Common Class B (no par) 

600,000 subscribed 2,222,220.00 
Secured 6% Serial Gold Bonds 6,000,000.00 
Secured 5% Serial Gold Bonds 2,000,000.00 
Current Liabilities and Accrued Taxes 470,914.57 
Accrued Interest and Dividends - 478,589.38 
Surplus and Reserves 1,294,995.61 


























$25,475,909.56 








Bond interest was earned more than five times during the year ended 
November 30, 1926. 


Preferred share dividends were earned more than four and a half times 
during the year: 


Earnings on common shares, before reserves, were more than four and 
a half times Class A dividends paid; after reserves, more than three 
times. Current dividends on Class A common shares are at the annual 
rate of $1.80. 


American Founders Trust 
A MASSACHUSETTS TRUST 
1 Federal Street FISCAL AGENT 50 Pine Street 
Boston New York 
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rather prides itself on its ability to handle 
them. In November, the Standard Oil 
Company of New Jersey decided to give 
its 45,000 common stockholders the right 
to purchase new common stock on a 
one-for-six basis. Extra warrants had to 


be made out for fractional shares for 
each stockholder whose holdings were 
not divisible by six, so that over 75,000 
warrants were needed. The Guaranty 
News reports it thus: 


“For the purpose of sending out the 
warrants the books were closed on Fri- 
day, November 25. By Saturday after- 
noon, just a day later, the Guaranty had 
posted 14,565 accounts, closed out 2505 
old accounts and opened 1010 new ones, 
all of which involved the handling of 
eighty-three ledgers devoted exclusively 
to the Standard Oil issues. ... On 
Monday the stock bookkeeping depart- 
ment presented a list showing the names 
of all common stockholders, together 
with the holdings of each one. Then 
computation was made of the number of 
shares to which each was entitled. That 
left two days for the actual filling out of 
the warrants. . . . It took many a quart 
of ink and threatened with writer's 
cramp the seventy-five members of the 
staff who pitched into the task in the 
finest kind of spirit.” The work began 
on Monday, and the warrants were 
scheduled to be mailed by 11.00 p. m. 
on Wednesday of the same week, in 
order to bear the December 1 postmark. 
It is changed to December 2, at 11.00. 

The writing of the warrants proceeded 
furiously, and the ultimate result was 
that at one minute of 11.00, a dozen 
husky Guaranty porters staggered into 
the Wall Street post office carrying a 
load of mail sacks—the last of the war- 
rants. 

Thus the Guaranty scored a touch- 
down on Old Father Time, with one 
minute to play. And it repeated the 
feat again later in the month, as described 
above. It is, as the Guaranty News says, 
“a remarkable tribute to the ability of 
a number of departments to absorb a tre- 
mendous volume of extra-routine work 


without straining the regular machinery 
of the bank. The untiring efforts of the 
people who did the work calls for com- 
mendation, especially of the employes of 
the fiduciary and mailing departments, 
who bore the brunt of the task.” 


HANDERSON MADE ASSISTANT 
VICE-PRESIDENT OF UNION 
TRUST COMPANY 


C. H. HANDERSON, publicity manager of 
the Union Trust Company of Cleveland, 
was made assistant vice-president of that 
institution at the annual directors’ meet- 
ing on January 12. Mr. Handerson be- 
came publicity manager of the Union 
Trust in 1921. Prior to this he had been 
for five years advertising manager of the 
Cleveland Twist Drill Company. He was 
graduated from Western Reserve Uni- 
versity in 1911 and for a year and a 
half following did investigation and copy 
work for the Fuller & Smith Advertising 
Agency of Cleveland. Later he sold space 
in the Motor World, a class journal pub- 
lication. He then entered the advertis- 
ing department of the H. Black Com- 
pany, manufacturers of Wooltex coats 
and for a time ran a retail store for them. 
He has been a director of the Cleveland 
Advertising Club and of the Financial 
Advertisers’ Association. He was elect- 
ed president of the Financial Advertisers’ 
Association at the annual meeting in De- 
troit last September, 1926. 

T. V. Bastel of the 105th-Pasadena 
office was made assistant treasurer of the 
Union Trust Company. 

At the main office J. H. Clark, em- 
ployment manager, formerly assistant 
secretary, was made assistant vice-presi- 
dent. 

C. D. Hajek, manager of the Kinsman- 
East 140th office and assistant secretary, 
was made assistant vice-president. 

J. H. Lackamp, manager of the East 
105th-Pasadena office, formerly assistant 
treasurer, was made assistant vice-presi- 
dent. 





First AND LAsT SECRETARIES OF THE UNITED STATES TREASURY 


Andrew W. Mellon standing beside a portrait of Alexander Hamilton, the first 


Secretary of the Treasury. The portrait hangs in the Secretary's rooms in the 
Treasury building in Washington, D. C. 
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To officers of 
corporations 


The Equitable acts 
in the following cor- 
porate trust capaci- 
ties: 


1. As trustee under mort- 
gages and deeds of trust, 
securing bonds of rail- 
road, public utility and 
industrial corporations. 


2. As transfer agent and 
registrar of stock. (Jn the 
transfer of even a single 
share of stock there are 
thirty-five separate steps. 
Each one of them is vital 
to a proper transfer; if a 
single error is made confu- 
sion, loss of time and ex- 
pense will result.) 


3. As depositary under 
protective agreements or 
under plans of reorgani- 
zation of railroad, public 
utility and industrial cor- 
porations. 


4. As agent and deposi- 
tary for voting trustees. 


5. As assignee or receiver 
for corporations under 
action for the protection 
of creditors. 


6. As fiscal agent for the 
payment of bonds, and 
coupons of states, munic- 
ipalities and corpora- 
tions. 


Without incuiring 
any obligation, con- 
sult the nearest office 
of The Equitable 
with regard to any of 
the services rendered 
by our Corporate 
Trust Department. 





In the transfer of 
one share of stock 


you can make thirty-five mistakes 


And any of those mistakes may cause 
expensive litigation, loss of prestige and 
perhaps the loss of a customer. 





The appointment of The Equitable 
as transfer agent assures the complete 
and proper execution of that phase of 
business. 

Read the column at the left . . . then 
send for our booklet, The Equitable Trust 
Company of New York, Transfer Agent. 


THE EQUITABLE 
TRUST COMPANY 


OF NEW YORK 


37 WALL STREET 
MADISON AVE. at 45th STREET 
MADISON AVE. at 28th STREET 
247 BROADWAY 


DISTRICT REPRESENTATIVES 
PHILADELPHIA: ATLANTA: Healey Building 
Packard Building CHICAGO! 
BALTIMORE: 105 South La Salle St. 
Keyser Building, SAN FRANCISCO: 
Calvert and Redwood Sts. Financial Center Building 


LONDON - PARIS MEXICO CITY 
Total resources more than $475,000,000 
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THE FINANCIAL AND ECONOMIC 
SITUATION ABROAD 


By WILLIAM HAYES 


Under this heading each month current political, financial and economic events abroad 
are summarized for the benefit of the busy bank executive who would keep himself informed 
about foreign affairs without the expenditure of time necessary to examine the data from 


which these articles are prepared. 


P XHE barracks walls at Portsmouth, 
England, resounded with strains of 
‘Tipperary,” “Colonel Bogey,” and 

“The More We Are Together.” The 

Tommies were getting ready to sail for 

China. The anti-foreign sentiment 

there became so menacing in the latter 

part of January that a whole regiment, 

12,000 men, embarked for Shanghai, 

further protection for British citizens in 

China. 

Anti-foreign demonstrations in Jan- 
uary had been numerous. Mobs had 
looted the Y. M. C. A., mission churches 
and mission residences at Foochow. An- 
other mob had raided the British con- 
cession at Hankow. Several British and 
American women had been beaten, and 
some were dragged in the streets. Sir 
Francis Anglen, the customs chief, had 
been dismissed. But during most of 
February, there were no further out- 
breaks against foreigners, though the sit- 
uation steadily grew more tense. 

Behind all this hatred for foreigners 
is the feeling that China has been unduly 
humiliated by the Powers in the past. 
The Kuomintang, represented by the 
Cantonese or Nationalist Government, 
like the Fascisti in Italy, demands that 
China be for the Chinese. It cannot be 
so while there is a foreign customs chief, 
while the great trading cities in China 
have foreign “colonies, policed by for- 
eigners, ruled by foreign law adminis- 
tered by foreign judges (as the conces- 
sions in China are).” So the Nation- 
alists demand tariff autonomy, abroga- 
tion of extra-territoriality rights and, in 
general a reconsideration of all the old 
treaties. 


The Powers are sympathetic to this 


demand. But they are apprehensive of 
the stability and permanence of the Can- 
tonese Government. It has gained power 
rapidly, but it is not yet by any means 
representative of all China. If the Can- 
tonese Government should not be per- 
manent, a treaty or treaties negotiated 
by it would probably be repudiated by 
the government succeeding it. In spite 
of this, however, Britain did send a repre- 
sentative to discuss revision of the 
treaties, only to be told that the Nation- 
alists will not deal with the British until 
they “cease their heavy concentration of 
troops and warships at Shanghai.” The 
United States, according to an announce- 
ment of Secretary Kellogg, is prepared 
to negotiate new treaties “if China can 
agree upon the appointment of delegates 
representing the authorities or the peo- 
ple of the country.” 


NO STRONG GOVERNMENT 


Both nations fear that no government 
in China is strong enough to guarantee 
the safety of their nationals, and they, 
therefore, continue to concentrate troops 
at Shanghai, whence most of the for- 
eigners in China have fled. The attempt 
was made to declare Shanghai a neutral 
sanctuary, but it failed because of the 
opposition of General Sun Chuang- 
Fang, then in control of Shanghai. 

The phrase “then in control” is used 
because at the time this is written the 
Cantonese are reported to have defeated 
Sun’s army, and to be within sixty miles 
of Shanghai, and still advancing. How- 
ever, even should Shanghai be taken by 
the Nationalists, it is believed that the 
protection for foreigners is now ade- 
quate. 
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THE BRITISH 
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After six weeks without a cabinet, 
Germany found herself on January 28, 
with a coalition government, headed by 
Dr. Wilhelm Marx, Chancellor for the 
fourth time in his career. The Nation- 
alists, who had been blocking the forma- 
tion of a cabinet so persistently, agreed, 
in return for four cabinet posts, to sup- 
port the following program of the Cen- 
trists: 

Recognition of the German Republic 
as the only form of German state at 
present admissible. 

Reform of the German army to in- 
sure recruits loyal to the Republican 
Constitution. 

Adherence to the League of Nations 
and the Locarno treaties. 

Evacuation of the Rhineland through 
a closer rapprochement with France. 

Political observers do not expect the 
new Marx cabinet to last long. It has 
only 270 votes in the Reichstag to the 
222 votes of the opposition. It is such 


a heterogeneous mixture of parties that 
it was unable to agree on a deciaration 
of policies at its first meeting. Charges 
of treason have already been brought 
against Minister von Kendell of the In- 
terior Department resulting in an in- 
vestigation. But for all its weakness this 


cabinet is better than no government. 


JUGOSLAV PREMIER OUT AND IN AGAIN 


Jugoslavia’s full name is “the King- 
dom of the Serbs, Croats, and Slovenes.” 
The name is indicative of the temper of 
the people; each faction is intensely class 
or race-conscious and is constantly war- 
ring against the others. The result is re- 
peated changes of the government, for no 
particular reason. Thus, when the 
Croats fancied that the government was 
not treating them fairly on January 28, 
they voted with the opposition, and 
Premier Uzunovitch, defeated, resigned 
for the sixth time since April, 1925. 

The King, with the facility born of 
long practice, promptly asked M. 
Uzunovitch to form another government. 
Following the example of Chancellor 
Marx of Germany, Uzunovitch this time 
(the seventh) formed a coalition gov 
ernment, which is said to be as weak as 
Marx’s German coalition government. 

Americans have remarked on_ the 
futility of such frequent changes of gov- 
ernment, especially as there is no real 
change—the same man remaining pre- 
mier throughout. Repeated defeats 
would seem to indicate dissatisfaction 
with Uzunovitch. Yet no one is found 
to replace him. The conclusion must be, 
therefore, that these periodic expulsions 
and reinstatements are merely political 
gestures, to show him that he holds of- 
fice by suffrance. 


ANOTHER PORTUGESE REVOLUTION 
SQUELCHED 


To keep up its record of at least two 
revolutions every year, established and 
maintained since 1925, Portugal started 
early in 1927, with a revolt on February 
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3, originating in Lisbon and spreading 
first to Oporto and then throughout the 
country. The object, of course, was to 
unseat President Carmona. His tyran- 
nical restraint of the press, his imprison- 
ment or exile of his adversaries, and 
finally his proposal to borrow £12,000,- 
000 abroad and spend it without any of 
the usual constitutional checks upon it 
(for his government is a sort of dictator- 
ship) for some time have caused smolder- 
ing dissatisfaction, which finally took 
fire in the revolt. 

Carmona, by the way, gained his posi- 
tion through a similar revolution against 
General Machado last July. Previously 
he had been Machado’s Foreign Minister, 
until Machado decided to rule alone. 
Then Carmona engineered a revolution 
which secured the dictator’s seat for him- 
self. 

To come back to this 1927 revolution, 
it was led by Souza Diaz and other pol- 
iticians who demanded the resignation of 
the Carmona government and the re- 
establishment of a parliamentary govern- 
ment. The Carmona government an- 
swered by sending troops to suppress the 
revolt. There was brisk fighting for 
about a week in Lisbon and Oporto, 
during which the American Legation in 
Lisbon was hit several times by the gun 
fire. Eventually, the government sup- 
pressed the revolt in both places. Car- 
mona then announced that the prompt 


suppression of the revolt is proof that the 
army is behind his government. 


NO OIL FOR TROUBLED MEXICAN WATERS 


Calles is meeting opposition from both 
within Mexico and without, in his policy 
of putting into effect the Constitution 
of 1917. Within Mexico, the Catholics 
resist passively the burdens placed upon 
them by this Constitution. In the United 
States, oil companies are protesting about 
the retroactive character of the land laws 
of the 1917 Constitution. The corre- 
spondence between the State Depart- 
ment and the Mexican Government on 
these laws was reviewed in these columns 
in the January issue. Since that time, 
there have been implied threats that the 
United States would sever diplomatic 
relations with Mexico, proposals for ar- 
bitration, explanations from the Mexican 
Government, etc. 

When it was proposed to arbitrate this 
vexing question, and Mexico accepted 
the principle of arbitration, many peo- 
ple concluded that the dispute was as 
good as over. They were surprised to 
find, a few days later, that President 
Coolidge is rigidly opposed to arbitration 
of this dispute. His attitude is that the 
Mexican land laws are open confiscation 
of private property. The right of pri- 
vate property is not a subject for arbi- 
tration. Confiscation is illegal, and 
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should not be recognized and dignified 
by arbitrating an attempted confiscation. 

The Senate is of a different mind. A 
few days later it passed, by a vote of 79 
to 0, a resolution declaring that it is 
“sound policy, consistent with the honor 
and best interest of the United States 

. to submit to an arbitration tribunal 

. the controversies with Mexico re- 
lating to the alleged confiscation or im- 
pairment of the property of American 
citizens and corporations in Mexico.” 
This resolution, of course, has no binding 
or mandatory effect on the action of the 
President. It simply is indicative of the 
sentiment of the people, that the country 
must be, as Will Rogers commented, in a 
bad way if we can’t trust anybody to be 
fair with us in the arbitration. 

Some of the oil companies operating 
in Mexico have conformed to the Mexi- 
can law, without waiting for the action 
of the State Department. Mexico claims 
that almost 80 per cent. of the American 
oil firms in Mexico have done so. The 
State Department says that only four 
companies have. The actual facts of the 
situation are so clouded with statements 
and denials that it is impossible to say 
on which side the majority of the oil com- 
panies, whose interests are most vitally 
affected, stand. It is natural to assume, 
though, that they are behind the action 
of the State Department. 


BOLSHEVISM IN CHILE 


When a convention of teachers in the 
primary grades allows some of its time to 
be taken up with heated attacks on the 
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government, and fervid advocacy of 
Communism, it is worthy of notice. 
When this is followed by Communist 
demonstrations during a railroad strike, 
there is cause for alarm. And when 
finally, a Communist agitator tells a 
meeting that if war came between his 
country and another, he would turn his 
gun on the tyrants who govern his own 
country, it is time for action. 

Reasoning thus, after the events de- 
scribed above, General Carlos Ibanez, 
Minister of War of Chile, on February 
9 began organizing a cabinet to settle 
this problem of Communism in Chile 
once for all. It is, to say the least, a bit 
unusual to begin organizing a cabinet, 
for any purpose, while there is still an- 
other cabinet functioning. However, 
as soon as it became known that Gen- 
eral Ibanez was organizing a cabinet, 
the cabinet then serving in Chile re- 
signed. That allowed the President to 
ask General Ibanez to form a cabinet in 
the regular way. When this is done, 
it is reported that President Emilio 
Figuero-Larrain will resign, and allow 
Ibanez to succeed him as President, thus 
giving Ibanez a free hand to deal with 
the “Moscow influence” which he be- 
lieves is menacing Chile. 


GREAT BRITAIN 


The speedy revival of coal produc: 
tion caused some premature optimism in 
Britain. Reports that “brighter outlook 
heartens Britain,” and that “London 
hears of a real revival in British trade” 
in the last week in January were fol- 
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lowed, in the middle of February, with 
the news that “discouragement in Lon- 
don is growing.” 

What happened in the interval to 
change the attitude was not the decline 
of coal production, for it continued to 
increase to 5,225,100 tons in the week 
ending January 29. In fact, production 
in Britain in most lines is generally in- 
creasing. It was the trade statistics and 
the financial situation that caused the 
gloom. The report of the Board of 
Trade on foreign trade for 1926 showed 
an import balance for the first time in 
many years. This was due to a decline 
of more than 16 per cent. in exports 
while imports declined only about 6 per 
cent. Visible imports showed a balance 
of £477,000,000 over exports. It is usual 
for British trade to have a surplus of 
visible imports, which is more than cov- 
ered by the invisible exports. In 1926, 
however, invisible exports amounted to 
only £465,000,000, leaving an import 
balance for the year of approximately 
£12,000,000. 

Trade figures for January showed a 
slight recovery, the import balance being 
about £4,000,000 less than in December, 
1926, but still about £3,000,000 above 
the import balance for January, 1926. 
This improvement was due almost entire- 
ly to an increase in exports of British 
manufactured goods. 


During January and February of this 
year there has been an almost world-wide 
decline of the discount rates of central 
banks. The Bank of Latvia began it on 
January 1, with a reduction of its rate 
from 8 per cent. to 7 per cent. The 
Reichsbank followed on January 11, 
with a reduction from 6 to 5 per cent. 
The next day the National Bank of Bel- 
gium reduced its rate from 7 to 6! per 
cent., and the Bank of Austria made a 
similar reduction of its rate. On Feb- 
ruary 3, the Bank of France reduced its 
rate from 647 per cent. to 5Y per cent. 
Only in India has the bank rate been 
raised, but there it has been raised twice 
—trom 4 to 5 per cent. on January 1, 
and from 5 to 6 per cent. on February 11. 
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This general decline in money prices, 
observers say, is one of the cheerful signs 
of returning normalcy in European gov- 
ernmental finance. It is also expected 
to be a potent factor in assisting the 
restoration of business prosperity and 
trade in the former belligerent nations. 
These readjustments of money rates 
mark the passing of the war conditions 
in the financial markets. 

Exports of gold continue to worry 
London, especially as they are accom- 
panied with a slowly declining pound 
sterling. Between February 1 and Feb- 
ruary 15, a total of more than $8,750,- 
000 of gold was shipped to the United 
States from London. Add to this a price 
index which has been declining since 
October, and there is some cause fr- 
British pessimism. 

Further cause for pessimism is con- 
tained in the annual reports of the prin- 
cipal English banks. In general, 1926, 
was not so profitable a year for the banks 
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as 1925. Only Barclays Bank Ltd., 
shows any particular increase in net 
profits. The Midland Bank, and the 
Lancashire and Yorkshire show small in- 
creases. The exact figures are as follows: 


NET PROFIT OF BRITISH BANKS 
1926 1925 


Barclays 

Lloyds 

OT PEP r rr er 2,535,730 2,522,469 

National Provincial 

Westminster .......... 2,157,233 

Bank of Liverpool and 
Martin's 

District 

Lancashire and Yorkshire 

Manchester and County 

Williams Deacons 


2,205,393 


572,316 
458,993 
245,359 
199,319 
344,859 


450,139 
264,528 
186,116 
330,856 


Interesting among the comments of 
the chairmen of the big English banks in 
their annual reports were those of Regi- 
nald McKenna, chairman of the Midland 
Bank, and of F. C. Goodenough, chair- 


man of Barclays Bank. Mr. McKenna 
argued for the modernizing of the 
British banking system, which is now 
practically the only system in the world 
not permitting the issue of notes over a 
limited amount unless secured pound for 
pound by gold. For some years Mr. 
McKenna has been an opponent of the 
“deflation policy” of the British Govern- 
ment, and his present remarks are an ar- 
gument for inflation of the currency as a 
stimulus to trade. For he says: 

“We have been working on a gold 
standard for nearly two years and ex- 
cept for the rigidity of the Bank of Eng- 
land system there is nothing now to pre- 
vent the same response being given to 
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growing trade demands in this country 
as has been given in America. It may 
be argued that if the Bank of England 
were to buy or lend more freely, thus in- 
creasing bank cash and enabling banks 
to grant additional accommodation to in- 
dustry, we should have no absolute as- 
surance that this step would be followed 
by greater production. If it were not, it 
would be in the nature of a sure infla’ 
tion. 

“Admit the risk. But what reason is 
there for supposing production would 
not be stimulated as it was in the United 
States in the autumn of 1921 and at in 
tervals since that time when exactly this 
policy was pursued. 

“In the United States credit can 
readily be expanded to meet trade re- 
quirements more or less regardless of the 
movement of gold, while with us such 
movements are guiding factors and the 
explanation of the difference is to be 
found in a far greater elasticity of the 
Federal Reserve System, compared to 
our own central bank. 

“The American system has been 
framed to suit modern conditions, and in 
fixing reserve requirements the develop- 
ment of deposit banking has been duly 
recognized. On the other hand, the 
Bank of England continues to operate 
under an act of 1844, and as a conse’ 
quence, though it holds £150,000,000 in 
gold, its reserve against deposit liabilities 
is only about £34,000,000. [The bulk 
of the gold of the Bank of England is 
held as a 100 per cent. reserve against 
its notes. } 

“This reserve, susceptible as it is to 
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foreign demands for gold, is insufficient 
to permit our own market operations 
with a view to increasing the volume of 
credit on anything more than quite a 
small scale. Its diminutive size does not 
allow the same freedom of policy as en- 
joyed by the Federal Reserve Bank in 
order fully to occupy our people and 
give the volume of commodities which 
the unemployed and new recruits to labor 
would produce.” 

American bankers and particularly 
Federal Reserve officials will probably 
make some objection to Mr. McKenna’s 
implication above that the Federal Re- 
serve System has pursued a policy of 
deliberately injecting credit into the 
American banking system in order to 
stimulate business. Putting that aside, 
however, Mr. Goodenough defends the 
British system on its merits. 

“Our system,” he said, “has had the 
great advantage of being largely auto- 
matic, besides being free from govern- 
ment control. The gold reserves held 
by the bank are diminished by the pay- 
ment of our liabilities abroad and re- 
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plenished by the payments made to us 
and by the raising of the bank rate, 
which serves first to check the outflow of 
gold, and second, to attract foreign 
money for employment here. It also con- 
tracts credit here, through higher rates 
for loans, and helps to restore the re- 
serve of the bank in relation to liabili- 
OM... 

“It is often suggested that instead of 
the simple system which I have described, 
this country should adopt permanently 
a ratio system on the lines of those in 
operation in the United States of 
America... . 

“After the first twelve months of the 
war—the outbreak of which followed 
very shortly after the adoption of the 
Federal Reserve System—there has been 
a large surplus of gold in America, and 
the ratio system, therefore, as such, has 
not been for practical purposes opera- 
tive. If, however, the surplus should 
entirely disappear and the ratio become 
fully operative, gold movements might 
cause monetary disturbance, since it 
would then be possible for the export of 
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$40 in gold to involve the withdrawal of 
$100 in currency, and as currency is the 
basis of bank credit there would follow 
still greater contraction of credit... . 

“The Federal Reserve System, so far, 
has proved successful in the United 
States of America, but, in my opinion, 
conditions here are sufficiently different 
to justify the conclusion that it would 
not necessarily, or even probably, be suc- 
cessful here. In this country our exter- 
nal trade is far more important, in rela- 
tion to our total trade, than is the export 
trade of the United States of America. 
As a consequence of this, and of our 
position as an international monetary 
center, we are very liable to external de- 
mands for gold. For this reason, as I 
have already mentioned, the rapidity 
with which the Bank of England rate will 
correct the position and the minimum of 
disturbance which it will cause are of 
undoubted advantage.” 


GERMANY 


‘The fallacy of impressionistic sum- 
ming up of the business situation is il- 
lustrated in a dispatch from Berlin to 
the New York Times. It is headed 
“Good Reports Come from German 
Trade,” and cites the impression that 
conditions are favorable in the chemical 
and electrical branches of industry, as 
well as industry and shipbuilding. Then 
it gives a few statistics, which directly 
contradict the impression. The number 
of unemployed men has increased from 
1,467,409 on December 15 to 1,747,281 
on January 1, and 1,833,967 on January 
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15, and it has not improved since that 
time. There were only 452 bankruptcies 
in Germany in December, 1926, but 513, 
in January, 1927. Business was so poor 
and the demand for credit so small that 
the Reichsbank reduced its rate from 6 
per cent. to 5 per cent. on January 11, 
and even that rate did not stimulate any 
borrowing. Wholesale prices are slowly 
but steadily declining. Call money is 
available in Berlin at from 3 per cent. 
to 5Y2 per cent. A government loan 
sold in February was priced to yield 5.43 
per cent. and the Krupp company also 


placed a 6 per cent. loan of 60,000,000 
marks, to refund its five-year 7 per cent. 
bonds sold in New York in 1925. 

The German government loan was a 
twenty-five-year issue of 5 per cent. bonds 


at 92. The 500,000,000 marks were 
placed, 300,000,000 with the large 
banks through the Reichsbank, and 200,- 
000,000 with the public. These bonds 
are unredeemable before 1934, and after 
that, only at par. The loan is necessary, 
said Herr Reinhold, finance minister 
when the loan was arranged, in order to 
balance the extraordinary budget. It was 
floated at this time to take advantage of 
cheap money conditions which Herr 
Reinhold believed would be only tem- 
porary. The total German debt, includ- 
ing this issue, now amounts to 2,696, 
000,000 marks, and is justly causing 
some alarm among conservative finan: 
ciers. 

If the Berliner Handels-Geselschaft, 
Berlin, is typical of the German banks, 
1926 was a profitable year for them. 
The Berliner Handels-Geselschaft earned 
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a net profit of 3,988,280 marks during 
1926, almost a 40 per cent. increase over 
the 2,862,401 earned in 1925, enabling 
the bank to pay a 12 per cent. dividend 
and carry 1,150,483 marks to undivided 
profits account. . 

The steel industry, also, had a good 
year—too good, in fact. Production ag- 
gregated 12,341,636 tons, compared to 
the 12,194,501 tons produced in 1925. 
Output during December, 1926, was 120 
per cent. above the amount allowed Ger- 
many by the steel cartel. There was ex- 
cess production also in October and No- 
vember and, according to the terms of 
the cartel, the German firms must pay 
$2,784,000 into the common fund, as 
fines for this excess production. This 
common fund, after paying the expenses 
of the trust, is divided among the mem- 
bers in proportion to their production 
quotas. Since Germany had a net loss 


on the fund for the first three months of 
$1,496,000, she has served notice on the 
cartel that unless she is permitted a 
larger quota of production she intends to 


withdraw. A meeting of the trust was 
held in Luxemburg on February 7, to dis- 
cuss this demand, but no agreement was 
reached. So far Germany has not for- 
mally withdrawn, but it is expected that 
she will, after perhaps one more attempt 
to have her quota raised. 

In order to avoid disturbing German 
exchange, Germany has arranged to pay 
the 244 per cent. of the reparations 
which comes to the United States, by 
having German firms doing business in 
the United States deposit the money they 
receive in the Federal Reserve Bank of 
New York, to the credit of the Agent 
General for Reparations Payments. As 
soon as cable reports are sent by the 
Federal Reserve Bank to the agent gen- 
eral, he will pay to the German firms the 
mark equivalent of the amount deposited, 
at the average Berlin rate for cable 
transfers on the day on which the money 
was transferred. The amount so trans- 
ferred in “normal years’—that is after 
1928 —will amount to about $10,000,000 
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a year. At present, it is a little over 
$5,000,000 a year. 

German opinion, however, seems to 
believe that it is a figure of speech to talk 
of a “normal” reparations year, since the 
“normal” reparations will never be able 
to be met. This view was officially pro- 
pounded by Herr Koehler, the new 
finance minister, in his first speech. He 
said that in 1928 (the first “normal” 
year) “according to the Dawes plan, the 
charge on the budget and the service of 
the railway and industrial bonds will be 
increased by 432,000,000 marks and in 
1929 by a further 290,000,000 marks. I 
recognize at the present moment that 
there is no possibility of our producing 
these payments, despite our good will.” 

Henry M. Robinson, president of the 
First National Bank, Los Angeles, Calif., 
who was a member of the Dawes Com- 
mission, says after an investigation, that 
the German people are well able to pay 
the full reparations, for “the reparations 
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burden is probably less—certainly no 
greater—than Germany sustained in 
maintaining her war establishment be- 
fore 1914.” 

All that will be required of Germany, 
according to Mr. Robinson, is that 95 
per cent. of her present income must 
support the full 100 per cent. of pro 
ducers, while the remaining 5 per cent. 
is applied to reparations. The annual 
income of Germany, Mr. Robinson 
points out, is about $14,000,000,000, or 
more than twenty times the reparations 
payment. 

This was met, as was to be expected, 
by a flood of editorials in German news- 
papers contradicting Mr. Robinson. 
Now it only remains for time to prove 
which is right. 


FRANCE 


To Poincare rather than to Caillaux 
belongs the title of the “wizard” of 
French finance. Capping his achievements 
of the last six months in restoring the 
almost shattered financial structure of 
the French Government, is the arrival 
of a steady stream of gold shipments in 


New York from France. The shipment 
of $4,000,000 mentioned in these 
columns in February was followed on 
January 24 with another shipment of 
$4,200,000, on January 28 with $6,200,- 
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000, and on February 3, with $4,000,- 
000 more, a total of around $19,000,000. 

It is believed that these gold shipments 
are preparatory to official stabilization 
of the franc. They provide a reserve 
against speculative attacks when stabiliza- 
tion is attempted. Of course, gold would 
be just as effective a reserve against such 
attacks if it were in the vaults of the 
Bank of France as in the vaults of the 
Federal Reserve Bank. But the popular 
prejudice against using the gold reserve 
of the Bank of France would hainper its 
use. Hence it was thought wise to invest 
the gold in revenue prod:icing securities 
in New York, and yet have it available 
for use in protecting franc exchange. 

In spite of these shipments, money 1s 
plentiful and is steadily growing easier 
in Paris. On February 3 the Bank of 
France reduced its discount rate from 
6% per cent. to 5% per cent., and 
three-months discounts were obtainable 
about the middle of February at 4/2 per 
cent. Less commercial demand is re’ 
sponsible for most of this ease in money, 
and the money put into circulation by 
the Bank of France, through purchase of 
foreign bills and gold, is a complemen’ 
tary factor. 

The cause of the dull business, of 
course, is the decline of prices which, in 
turn, is the result of the apprec‘ation of 
the franc. Since November the decline 
of prices has been steady and rapid, as 
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is shown from the index number given 
below: 
Index 
No. of French 
wholesale 

End of prices. 
October 
November 
December 
January 


With business depression has come 
increasing unemployment. The figure on 
January 1 was 39,000, and by February 
1, this had risen to 45,000. Protests have 
already been raised in the Chamber of 
Deputies against the government’s policy. 
Poincare has been able to sidestep the 
issue easily to date, but it is to be ex- 
pected that it will become increasingly 
dificult to do so in the future. 

The unusually heavy tax receipts 
which were such a factor during the lat- 
ter part of 1926 in restoring the finances 
of the government, are already dropping 
off. In 1926, of the 12,000,000,000 
francs increase over tax collections in 
1925, more than 7,000,000,000 francs 


came from the business turnover tax, 
with the very active business which 
France then enjoyed. The effect of the 
growing depression in reducing this item, 
and thus the total tax receipts, is evi- 
dent in the January returns which 
amounted to 3,293,044,000 francs, just 
about 10 per cent. less than in January, 
1926. 

The increased value of the franc in 
the latter half of 1926 had the salutary 
effect of wiping out the import balance 
that threatened in the first half of the 
year. Total returns for the year show 
imports of 59,514,725,000 francs, and 
exports of 59,534,649,000 francs, an ex- 
port balance of about 20,000,000 francs. 
January foreign trade alone showed an 
export balance of several times that 
amount, with exports of 4,708,855,000 
francs, imports of 4,079,092,000, and an 
export balance of 629,763,000. Probably 
the gold shipments had a great deal to 
do with the swollen exports in January. 

To meet the maturity of 4,500,000,000 
francs of 6 per cent. short term treasury 
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bonds due in September of this year, 
was brought out the issue of an equal 
amount of fifteen-year 7 per cent. treas- 
ury bonds. They were offered beginning 
February 15 at a price of 92, and will 
remove another of those short term obli- 
gations which have made so much trouble 
for the French Government in the past. 
Finally, it was announced in the New 
York Times of February 18 that the 
French Government has prepared an 
offer to the United States to begin pay- 
ments on the French debt on the schedule 
provided for by the Berenger settlement, 
pending final decision and ratification of 
that agreement. The purpose of the offer 
is to show France’s good faith, even 
though it is impossible at the present time 
to get the Berenger settlement ratified. 


ITALY 


Though Italy insists repeatedly, so the 
newspaper correspondents tell us, that 
there is no “deflation crisis,” the facts 
seem to indicate that there is. The bank 
rate remains at 7 per cent., and the 
American Commercial Attache in Rome 
reports that “the banks are following a 
policy of extreme caution on account of 
inability to liquidate security holdings 
and the existence of large frozen credits.” 
The decline of 1,03'7,000,000 lire in loans 
and advances of the Bank of Italy dur- 
ing December is indicative of the extent 
of the credit restriction which is in force. 

Declining prices show more plainly 
than any other indicator the effect of 
deflation. The index of wholesale prices 
has fallen from the high of 691 in 
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August, 1926, to 600 by February 6, 
1927. This is the lowest point in two 
years. Unemployment is increasing and 
now stands at 150,000, an increase of 
about 35,000 over the number unem- 
ployed at this time last year. It is due 
to the decline in activity in the metal in- 
dustries, the automobile industry and the 
marked depression in the cotton industry. 

Government finances, however, are in 
good shape. Revenues continue to show 
a surplus over expenditures amounting 
to 19,000,000 lire for the first four 
months of the fiscal year. The lictoral 
loan offered for subscription in Novem: 
ber, the details of which were described 
in these columns in the December issue, 
was phenomenally successful. Over 3, 
000,000,000 lire were subscribed, and at 
a price considerably in excess of market 
quotations for similar loans. 

The trade deficit, which threatened in 
the early months of 1926 to be unusually 
large, finally turned out to be smaller 
than in 1925. Exports amounted to 18, 
607,000,000 lire and imports to 25,765, 
000,000 lire, making an import balance 
of 7,158,000,000 lire. The correspond: 
ing import balance in 1925 was 7,875, 
000,000 lire. Most of the improvement 
in exports came in the last five months 
of the year, and is due in large part to 
the higher value of the lire. 


BELGIUM 


Since the stabilization of the belga, 
Belgian trade has been quiet. This is 
partly attributable to the usual seasonal 
dulness at this time of year. The heavy 





— ery 


Fm OO POO WO 














The Philippine Islands Trade is Growing Rapidly 


The tremendous Balance of Trade in favor of the Philippines proves the 
Present and Potential Development Possibilities. 

If you are interested, the Bank of the Philippine Islands offers the highest 
class and most reliable Banking Services. 

As the Oldest Bank in the Orient, we naturally maintain a very strong 
position which enables us to properly carry out the wishes of our clients, 
assisting them in the development of their trade and stimulating the 


production of the Islands. 


Che Bank of the Philippine Jslands 


- (Pesos) 6,750,000 - ($3,375,000) 


Capital fully paid-up 
Reserve funds .. 


Head Office: MANILA, P. I. 


Brancues: Itoito, Cesu, ZAMBOANGA 


Fulgencio Borromeo Pr 
Rafael Moreno 
. M. Browne ....Vice-Pres. & Mgr. Foreign Dept. 
. Garcia Cc 
. Freixas 
P. J. Campos 
E. Byron Ford 
J. M. Garcia 


Correspondents in all parts of the World 
Special attention given Collections 


2,250,000 - ($1,125,000) 


1a t 





Vice-President & Secretary 


‘ashier 





Chief Accountant 





Manager Iloilo Branch 
Manager Cebu Branch 
Manager Zamboanga Branch 

















industries, however, such as glass, cement 
and coal, had the best year since the 
war. In the last month of 1926, demand 
in those industries began to slack off 
also. Commercial bankruptcies totaled 
656 in number in 1926, as against 514 
in 1925. 

Financial conditions at present are very 
favorable to trade revival. .The pre- 
liminary figures for the budget of 1927 
estimate receipts of 9,577,000,000 francs 
and expenditures of 9,415,000,000, leav- 
ing a surplus of 162,000,000 francs. The 
size of Belgium's debt burden (service on 
which amounts to about $1,500,000,000 
yearly) is apparent in the calculation that 
half of the general receipts go for debt 
service. 

The reserve of the National Bank of 
Belgium amounts to more than 50 per 
cent. of its note and deposit liabilities. 
The bank reduced its rate from 7 per 
cent. to 6'4 per cent. on January 12, 
1927. The City of Brussels in January 
sold an issue of 150,000,000 francs of 
7 per cent. sixty-year bonds in the Bel- 


gian money market at 94, at which price 


the yield is about 7.45 per cent. The 
stock market is strong and all classes of 
securities are advancing, stimulated by 
easy money. Commodity prices also are 
advancing slowly. 

Foreign trade in Belgium for 1926 
established a record. With imports of 
23,000,000,000 francs and exports of 
19,500,000,000 francs, the import bal- 
ance was only about 15 per cent. In 
1925 it amounted to 18 per cent. 


THE NETHERLANDS 


The good business enjoyed by the 
Netherlands through most of the year 
1926 continues. Tax receipts were 
higher than estimated, and there is pros- 
pect for some reduction in the tax bur- 
den. Unemployment is comparatively 
low; the Netherlands Bank holds a re- 
serve of 50 per cent. against its notes; 
business failures are declining; security 
prices are advancing. The only unfavor- 
able factor in the situation is the difficulty 
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in securing investment capital. Most of 
it seems to have been placed into high 
yield foreign bonds. 


SWITZERLAND 


The Swiss budget for 1927 provides 
for estimated receipts of £12,387,000 
and expenditures of £12,938,000, a de- 
ficit of £551,000. It is hoped tu reduce 
this deficit during the course of the year 
by increasing the tax on coupons, the 
stamp duty and the tax on malt. The 
government's program for the year looks 
toward: 

Progressive redemption of the national 
debt, which now amounts to £86,738,- 
800. 

Balancing of the budget. 

Maintaining the gold parity of the 
Swiss franc. 

Gradual repayment of the deficit in 
the pension fund for federal officials. 

Two facts indicate the ease of the 
Swiss money market: The bank rate of 
34 per cent., lower than anywhere else 
in the world except Amsterdam; and the 
recent flotation of a $26;000,000 bond 
issue for the French State Railways in 
Switzerland. It carried a rate of 7 per 
cent. 

NORWAY 


All through 1926 the Norwegian 
krone has been advancing, rising from 
75 per cent. of its gold parity in January, 
1926, to 94 per cent. of parity in De- 
cember, 1926. The resulting decline of 
prices and business transactions has been 
commented on before in these columns. 
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The Norwegian index number of whole- 
sale prices fell from 214 in January, 
1926, to 184 in December, 1926. This 
is based on the index number for 1913 
as 100. Unemployment amounted to 
27,261 men at the end of the year, as 
compared with 26,662 men at the begin- 
ning of the year. There was a slight de- 
crease in unemployment during the sum- 
mer, when the British coal strike gave a 
fillip to shipping. But this condition did 
not last. Workmen have found them 
selves faced not only with less work, but 
also with wage reductions running from 
12 to 17 per cent. Foreign trade has 
also declined, though the import balance 
was reduced slightly. 

This is reflected very clearly in the 
banking figures. Notes in circulation 
have declined from 362,824,000 kroner 
on December 31, 1925, to 337,145,000 
kroner on December 31, 1926. Loans 
and discounts of the Norwegian joint 
stock banks have shown an almost steady 
decline since December 31, 1920. Recent 
figures are as follows: 

Loans and dis 
Kroner 
June 30, 1925 
November 30, eee eee 2,203,018,000 
June 30, 1926 .......-.-00- 1,929,796,000 
November 30, 1926 ........1,826,971,000 


Liquidation of “frozen” credits, which 
has been going on all this time, seems 
now almost completed, for in 1926, for 
the first time since 1920, deposits in 
creased slightly, totaling 1,891,656,000 
kroner on November 30, 1926, as com- 
pared with 1,887,258,000 kroner on the 


same date in 1925. Bankers considering 
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this record are inclined to think that the 
United States was very lucky to get off 
with a deflation period of only about 
two years. This thought gains confirma- 
tion from the increasing advances and 
rediscounts made by the Bank of Nor- 
way since the middle of 1926. They 
may presage increasing credit demands 
from the joint stock banks. 


SWEDEN 


It is gratifying to be able to report 
that conditions are quite different in 
Sweden. Business has been picking up 
there since the middle of 1926, and, 
showed considerable further increase in 
December. Imports in that month were 
147,521,000 kronor, and with exports of 
152,435,000 kronor Sweden had an ex- 
port balance for the first time since 1920. 
The import balance for the entire year 
1926 was equal to $20,140,000, a slight 
reduction from the 1925 figure of $21,- 
925,000, and considerably under the 
$43,460,000 reported in 1924. This has 


caused firmness and temporary tightness 
in money rates. The budget for 1927 
balances at 709,000,000 kronor, a de- 
crease of about 35,000,000 kronor from 
the 1926 budget. 


DENMARK 


Business in Denmark could hardly be 
worse. The re-establishment of the gold 
standard on January 1, therefore, caused 
no particular change in the situation. 
The resumption of gold payments had 
been long forecast, and the effect dis- 
counted in the drop of the price index 
from 178 in October, 1926, to 170 in 
November, and 158 in December. Den- 
mark followed the lead of England in 
giving her central bank the option of 
paying gold coin or gold bars for notes. 
She also arranged for a £3,000,000 credit 
in London, to protect the exchange rate, 
if necessary. A credit in New York is 
also under consideration. 

More than 93,000 men, almost one 
third of the population in Denmark, 
were unemployed on January 15. 
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ESTONIA 


Called in to advise the Estonian Gov- 
ernment on the reorganization of its 
banking and financial system, the League 
of Nations Financial Committee advised 
in 1925 that the Bank of Estonia should 
be made completely independent of the 
government, that the gold reserve of the 


government should be handed over to the 
bank, and that the bank should have a 


monopoly of note issues. It added that 
the bank must be relieved of a large 
amount of its “frozen credits” before 
normal conditions could be restored. 

After trying for a year to accomplish 
this, Estonia was forced to ask the League 
to advise it again in 1926, as to how to 
accomplish these reforms. The recom- 
mendations of the finance committee, 
summarized below, would establish a 
banking and financial organization for 
Estonia almost identical with the Federal 
Reserve System. 

The Bank of Estonia, the committee 
said, should be reorganized as a private 
company, with capital of 400,000,000 
Estonian marks. At the beginning the 
government will have to supply this cap- 
ital, but two years after the bank begins 
operations the shares should be sold to 
the public. 

The bank should be governed by a 
board of directors, six of which should 
represent the businesses of the country. 
The government will name the president 
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of the bank, who will hold office for 
five years. Two of the officers of the 
bank named by the president of the bank 
will also be on the board of directors. 
In addition, in order to create confidence, 
it is suggested that the Council of the 
League of Nations be allowed to appoint 
an advisor for the bank. 

The bank is to exercise the regular 
functions of a central bank, lending only 
to the government in temporary anticipa- 
tion of revenue, having a monopoly of 
note issues, and being obligated to redeem 

its notes in stable foreign exchange and 

maintain the value of the currency at the 
gold point. Its main business should be 
the discounting of “commercial bills of a 
self-liquidating character” which should 
bear “the signature of at least two sol 
vent persons and should not have a 
longer term than ninety days. It will 
allow no interest on deposits, accept no 
fixed time deposits, and make no long 
time or unsecured loan. The one excep- 
tion is that it may loan on agricultural 
or timber bills for terms of six and nine 
months respectively. In addition, it will 
guide the monetary policy of the country, 
fix the bank rate, and act as fiscal agent 
for the government, publishing a weekly 
balance sheet of its position. 

Before this is possible, however a mort’ 
gage bank, with capital of £350,000 
must be formed to take over the long 
term assets. The mortgage bank will then 
have the work of liquidating these loans 
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gradually, and it may grant further long 
term credits with proper security, issu- 
ing its own mortgage bonds to the public 
to obtain the necessary capital. 

Another prerequisite is the raising of 


£1,350,000 by a foreign loan. As se- 
curity for the service of this loan, the 
committee recommends that the excise 
duties on tobacco and matches be pledged, 
and that these revenues be placed under 
the control of a trustee appointed by the 
Council of the League of Nations. 

The committee also discussed with the 
finance minister of Estonia the provisions 
of the new currency law which will have 
to accompany this program (including 
the new monetary unit, and the amount 
of reserve the bank will be required to 
maintain) and the way in which the 
government note issue will be trans- 
ferred to the Bank of Estonia, but these 
recommendations are not incorporated in 
the report. Information on them will be 
awaited with interest. 





SPAIN 


The budget for 1927 for Spain shows 
estimated revenue of 3,073,3'78,604 
pesetas, and estimated expenditures of 
3,139,441,153 pesetas, leaving a deficit 
of 66,062,549 pesetas. The budget pro- 
vides for the issue of treasury bonds for 
a sum equal to about one-eighth of the 
expenditures provided for. This is a 
considerable improvement over other 
years when the issue of treasury bonds 
was one fourth of expenditures. 

Over a billion pesetas of the 5,225,- 
000,000 pesetas of floating debt fell due 
on February 4. To provide for this ma- 
turity, the treasury offered cash repay- 
ment or an exchange of the present bonds 
for fifty-year tax free 5 per cent. bonds 
at 98. This new issue proved very at- 
tractive. Only 18,000 pesetas were 
cashed. Six million pesetas were not pre- 
sented, and the balance of the billion was 
exchanged for the new bonds. 
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THE PAST MONTH IN CANADA 


By J. W. Tyson 


PART from the seasonal decline in 
Avner trade following the holi- 
day season, which finds reflection 
in the contraction of current loans by 
the banks, developments in finance and 
commerce continue to be of a constructive 
character. Some apprehension, caused 
by predictions of a business reaction in 
the United States, is passing with the 
indications that nothing like a.serious set- 
back is now anticipated. In Canada that 
measure of prosperity recently experi- 
enced in the United States was not at- 
tained, and there are not the same rea- 
sons to anticipate a check here. Should 
the American situation have the effect 
of curbing the speculative enthusiasm on 
the Canadian stock markets to some ex- 
tent, it would not be an unmixed evil. 
The weekly index representing the 
twenty-five best selling industrial and 
public utility common stocks on the 
Montreal and Toronto exchanges at- 
tained a level above 235 at the middle 
of February as compared with 183 a 
year ago, and 100 in January, 1925. 
The upward movement has been with- 
out any serious reaction and it is felt 
that, even with sound conditions and 
everything indicating a period of pros- 
perity in the future, the advance has 
been too rapid to be healthy. 
Practically all the indicators of Cana- 
dian business are favorable. There 
seems to be little reason to anticipate a 
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change in the trend during the first half 
of the year at least. Later much will 
depend, as usual, upon the crop results 
from the standpoint of yield and profit. 
The credit situation continues easy. The 
banks have plenty of money to finance 
business extensions and there are also 
available substantial sums for investment 
in industrial and utility securities to 
finance the building of power plants, 
paper mills, etc. A number of impor: 
tant industrial bond issues have appeared 
this year and have been quickly sub 
scribed by the public. Trade with 
Great Britain should show some im 
provement with the settlement of the 
strike. There is no general accumulation 
of inventories and the trend to lower 
price levels should encourage consump 
tion of industrial products. 


BUILDING INCREASE 


Construction awards in January are 
reported as being nearly 25 per cent. in 
excess of awards for the same month 
last year, and 1926 was the most active 
building year since the 1912-1913 boom. 
Residential building in some of the 
large cities seems to have caught up with 
the demand, for the time being, but there 
is evidently still room for expansion i 
business and institutional construction, 
railroad building and government and 
municipal improvements. January ™ 
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solvency statistics for Canada showed a 
decrease in commercial mortality. There 
were 244 defaults against 270 during 
January, 1926, and the indebtedness of 
$2,823,000 was considerably below the 
$3,943,000 of last year. Car loadings 
so far this year have been showing con- 
siderable increase; January figures were 
nearly 8 per cent. larger than the same 
month last year. Railroad earnings 
have been reflecting the increased volume 
of business throughout the country; ag- 


gregate figures of the Canadian Pacific 
earnings for 1926 indicate the highest 
net of any period since 1917. 

Canada’s trade figures for 1926, while 
indicating large volumes in exports and 
imports, are somewhat disquieting in 
regard to the balance of trade. During 
the year imports were more than $1,000,- 
000,000, an increase over the previous 
year of about $118,000,000, while ex- 
ports of $1,268,500,000 showed a de- 
crease of $2,400,000. This retrograde 
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tendency in the increase in imports and 
the decrease in exports is noted in trade 
with two important customers, the Unit- 
ed Kingdom and the United States. Ex- 
ports to Great Britain decreased $33,- 
000,000, and imports from the United 
Kingdom increased over $2,000,000. 
Exports to the United States decreased 
more than $7,000,000, and imports from 
the United States increased nearly $90,- 
000,000. What this tendency means to 
Canadian industry is indicated in the 
case being made by the woollen manu- 
facturers before the Tariff Enquiry 
Board at Ottawa. Imports of woollens 
and knit goods into Canada during 1926 
reached their highest peak for six years. 
The total was over $43,000,000, com- 
pared with $29,000,000 in 1921. The 
woollen manufacturers submit that pro- 
duction in Canada is being curtailed by 
imports made possible in the case of 
England because of the preferential 
tariff and in the case of European coun- 


tries because of depreciated currencies, 
Other industries are likewise seeking re. 
lief from the tariff board. Nova Scotia 
companies engaged in coal production 
and steel manufacture ask bonuses or 
restrictions which will overcome their 
present handicaps in reaching the mar- 
kets of central Canada in competition 
with products from the United States, 


FINANCIAL EXECUTIVES OPTIMISTIC 


Officials of the banks and other finan- 
cial institutions and industrial corpora 
tions have been generally optimistic in 
reviewing the business situation and fu 
ture prospects, although they have taken 
occasion to repeat their advice, that some- 
thing should be done to remove the taxa: 
tion burdens on capital if Canada is to 
get her share of foreign funds for the 
development of new enterprises. Sir 
Herbert Holt, president of the Royal 
Bank of Canada, and Sir John Aird, 
president of the Canadian Bank of Com: 
merce, together with other bank officials, 
have referred to the passing of the agri- 
cultural depression and the discouraging 
conditions of the post-war period as fun: 
damental improvements in the general 
situation. They have also referred to 
the important developments taking place 
in regard to the country’s natural re 
sources—pulpwood, water power and 
minerals. Sir Herbert Holt, who has in 
recent years been identified with impor: 
tant power developments in the Province 
of Quebec and with a number of the 
biggest of the pulp and paper companies, 
makes the prediction that mineral de- 
velopments now taking place in north: 
ern sections of Canada, which are plac’ 
ing the country among the greatest 
producers of precious and commercial 
metals in the world, will be the outstand 
ing feature of Canada’s history during 
the next decade. Statements hy F. H. 
Logan, general manager of the Bank of 
Commerce, and W. G. Gooderham, 
president of the Bank of Toronto, made 
at the annual meetings of their respective 
institutions, similarly emphasize the im 
portance of Canada’s mineral resources. 
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LUMBER INDUSTRY 


An exception to the general prosperity 
of the basic industries is the lumber 
business, where, as yet, there does not 
sem to have been an adjustment from 
the enlarged production of the war 
period. Using the Panama Canal, pro- 
ducers in the northwest Pacific area in 
Canada and the United States are able 
to reach eastern markets and sell their 
products on a basis which has curtailed 
the operations in the woods in eastern 
Canada. Even so, reports from the Pa- 
cific Coast still indicate overproduction 
there and competition so keen that the 
mills are making little, if any, profit. 
A merger of Canadian and American 
mills on the Pacific is now being planned 
looking to a curtailment of output and 
an establishment of a more healthy price 
level. In the East steps are being taken 
to encourage a larger consumption of 
timber products in competition with 
cement and steel, which have in recent 
years been cutting deeply into the per 
capita consumption. 

The recent movement of Canadian 
gold to New York is not regarded as 
anything more than a normal seasonal 
correction of the exchange situation— 
although it is interesting to note that 
such a normal seasonal situation has not 
up to the present prevailed since before 
the war. The change in conditions has 
been brought about by the return of 
Canada to a gold basis on July 1, 1926. 


INTERNATIONAL 


Guayaquil, Ecuador, for the half- 
year ended December 31 are re- 
ported as Sucres $157,554.15. The bal- 
ance sheet as of the same date shows 
total resources of Sucres $16,118,005.02 
as compared with Sucres $2,328,789.07 


N ET profits of Banco de Descuento, 


in 1920. A report showing the progress 
of the bank since 1920, the complete 
balance sheet as of December 31, the 


In November there was a substantial 
movement of gold from the United 
States to Canada, when, as a result of 
the crop movement, the Canadian dollar 
was about par. So far as the present 
situation is concerned Canadian crop 
shipments prior to the close of naviga- 
tion were smaller than those of a year 
ago. Gold shipments may be expected to 
continue from Canada to the United 
States to maintain the dollar close to par. 

Ottawa's supplies of the yellow metal 
are reported to be substantial. 

The Canadian wheat pools, which 
now have an annual membership of 135,- 
000 farmers controlling 15,000,000 of 
the 21,000,000 acres sown to wheat last 
year, with selling agencies operating 
throughout the world, are regarded as 
having passed the first epoch of their 
existence and to be entering upon a 
period of test. Having reaped the full 
benefits of the initial enthusiasm, from 
now on the pool members are expected 
to demand benefits in dollars and cents. 
The record of the pools has been an 
impressive one, and there have been real 
advantages. Farmers have been en- 
couraged to maintain production and 
revenues have been distributed in a 
manner which has helped business, but 
the conditions have been altogether 
favorable and the time has now come 
when the pools will have to show results 
as compared with the long-established 
grain exchange, the machinery of which 
the pools themselves use. 


BANKING NOTES 


profit and loss account on the same date, 
a graph showing the fluctuation of the 
dollar exchange rate since 1914 and a 
list of the bank’s correspondents has 
been published by the bank and is avail- 
able for those interested. 


ANNUAL report of the directors of the 
Lancashire and Yorkshire Bank Limited, 
Manchester, shows net profits for the 
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Building of the Banco de Ponce, Ponce, P. R. 


year ended December 31, 1926, after 
payment of all expenses and providing 
for all bad and doubtful debts, of £264,- 
528, making, with £114,716 brought for- 
ward from the previous year, a total of 
£379,244. This has been disposed of as 
follows: 
£ 

To interim dividend of 24 s. 

share 120,787 
To final dividend of 24 s. per share, 

subject to deduction of income tax. 120,787 
To transfer to reserve fund 76,312 
To carry forward to next account.... 61,358 


During the year new branches have 


been opened at Bradford, Yorks, 
Bispham (Blackpool) Sale Moor, and 
Hillside (Southport). 

Capital of the bank is £1,207,872, re 
serve fund £1,131,560, current acounts 
£23,660,581 and total resources £26, 
418,232. 


THE annual report of the board of di 
rectors of the Banco de Ponce, P. R., 
given by the president, Arturo Lluberas, 
at the meeting of the stockholders, 
showed profits for the year ended De- 
cember 31, 1926, of $156,451. Distribu- 





pri 
ad 
the 


tot 





THE BANKERS MAGAZINE 


449 





tion of this amount was recommended by 
the board as follows: 
To cover three quarterly dividends of 
2 per cent. already paid 
To distribution of a 4 per cent. divi- 
dend, making the annual dividend 
of the year 10 per cent. ........ 40,000 
To directors’ fees .. 
To amortization of furniture and fix- 
tures 
To reserve for income tax 
To surplus fund 


In determining the profits of the in- 
stitution it is essential to note that the 
capitalization of the bank was increased 
by $250,000 in the middle of the year, 
therefore making the working capital 
during which the above report is given 
$875,000 and profits 17.88 per cent. on 
the capital. Taking in consideration 
the average surplus fund during the year, 
the rate of earning is 14.5535 per cent. 

The bank now has a capital of $1,- 
000,000, accumulated surplus of $275,- 
000, and its stock has a book value of 
$127.50 per share. Deposits of the bank 
are $4,403,315 and total resources are 
$6,020,539. 


THE directors’ report of the National 
Land Bank Limited, Dublin, for the year 
ended December 31, 1926, shows net 
profits of £16,032, to which has been 
added the balance brought forward from 
the previous year, £6567. This gives a 
total of £22,599 to be applied as follows: 


To interest on capital to December 31, 
1926 

To transfer to general reserve 

To bank premises account 

To debits realization reserve 

To carry forward to next account 


Paid up capital of the bank is £203,- 
018, reserve fund £50,000, current ac- 
counts £1,705,380 and total resources 
£1,980,998. 


Tue fifty-sixth annual statement of the 
Dominion Bank, Toronto, shows profits 
for the last year, after deducting charges 
of management and making full pro- 
vision for bad and doubtful debts, of 
$1,259,276, to which was added $964,- 


3 


298 brought forward from the previous 
year. This total, $2,223,574, has been 
disposed of as follows: 


To dividends (quarterly) at 12 per 
cent. per annum 
To bonus, 1 per cent. 
To contribution to officers’ pension 
fund 45,000 
To dominion and provincial govern- 
ment taxation 166,019 
To bank premises 200,000 
To carry forward to next year... . 1,032,554 


$ 720,000 
60,000 


Total resources of the institution are 
$127,780,858, paid up capital $6,000,- 
000, reserve fund $7,000,000 and total 
deposits $98,860,580. 


NET profit of the Bank of Liverpool & 
Martins Limited, Liverpool, for the year 
ended December 31, 1926, after payment 
of current expenses and provision for all 
bad and doubtful debts, amounted to 
£542,730. To this was added £138,356, 
brought forward from the previous year, 
making a total of £681,087 to be dis- 
posed of as follows: 


£ 


To reserve fund 150,000 


To bank premises account 
To payment of two half-yearly divi- 

dends of 8 per cent. subject to de 

duction of income tax 375,822 
To carry forward to next account... . 105,264 

Paid up capital of the bank is £2,348,- 
890, reserve fund £2,000,000, current 
accounts £59,819,326 and total resources 
£70,540,527. 


THE forty-ninth report of the Industrial 
Bank of Japan, Ltd., Tokyo, shows net 
profits for the half-year ended June 30, 
1926, of 3,601,851 Yen as compared 
with 3,524,375 Yen, the profit for the 
preceding six months. After deducting 
500,000 Yen for reserve, a sum equal 
to 8 per cent. per annum on paid up 
capital has been set aside for individuals. 
Paid up capital of the bank is 50,000,- 
000.000 Yen and total resources are 486,- 
726,514.240 Yen. 


Tue District Bank Limited, Manchester, 
has net profits for the year ended Decem- 
ber 31, 1926, of £450,139, according to 
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the report of the directors. To this sum 
has been added £280,706, brought for- 
ward from the previous year and the 
total of £730,845, is to be applied as 
follows: 


To interim dividend at the rate of 

18 1-3 per cent. per annum subject 

to deduction of income tax ...... 173,800 
To final dividend at the rate of 18 1-3 

per cent. per annum, subject to de- 


duction of income tax ........6. 173,800 
To pensions and annuities fund..... 40,000 
Te SE EE oo. pk 54 oevedions 46,000 
To balance carried forward to next 

DEE 6 626006<0dsckieeonnbae 297,245 


The bank has a capital of £1,896,000, 
a reserve fund of £1,896,000, current ac- 
counts of £52,321,531 and total re- 
sources of £57,484,026. 


NET profits of the Anglo-South Ameri- 
can Bank, Limited, London, for the year 
ended June 30, 1926, shows net profit of 
£886,639, including £414,925 brought 


forward from the previous account. 
This amount has been appropriated as 
follows: 


To interim dividend paid April 28, 


 seckciitne ceases eudwees 174,693 
To final dividend of 5 s. per share, 
Peres eae 174,693 


To transfer to staff pension fund.... 25,000 
To transfer to legal reserve in Chile.. 12,228 
To amount applied in reduction of 
cost of capital employed in South 
America and other countries ....125,000 
To balance carried forward to new 
POET Ce Cree 375,024 
Total resources of the bank are £61,- 
967,917, issued capital £4,367,330, re- 
serve fund £4,000,000 and current ac- 
counts £34,824,312. 


Directors of the National Provincial 
Bank Limited, London, have presented 
their annual report to the shareholders of 
the bank and reported that for the year 
ended December 31, 1926, the profits 
amounted to £2,115,653. To this sum 
was added £916,959 brought forward 
from the previous account and making 
a total of £3,032,613, which has been 


appropriated as follows: 
£ 
To interim dividend of 9 per cent. 
subject to deduction of income tax.853,147 
To further dividend of 9 per cent. 
subject to deduction of income tax.853,147 


TO Sempee FONE ccccicccseccsses 150,000 
To bank premises account ........ 100,000 
To contingencies account........-. 200,000 
To balance carried forward ........ 876,318 


The bank has opened forty new 
branches and agencies during the year 
just passed, bringing the total number 
of offices up to 1172. Paid up capital of 
the institution is £9,479,416, reserve fund 
is an equal amount, current accounts 
£259,249,806 and total resources $288, 
251,780. 


THE Union Bank of Manchester Lim- 
ited, in its report for the year ended 
December 31, 1926, shows net profits of 
£205,762, which, with £18,283 brought 
forward from the previous year, make a 
total of £224,046. This has been ap 
propriated as follows: 
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€ 

To interim dividend of 5 per cent., 

“S  Serrererrrrr ery 60,000 
To final dividend of 5 per cent., less 

MM MEE .évevtceusendeseeund 60,000 
To amount written off premises, etc... 10,000 
To pension fund ......-+seseeeeee 20,000 
To INCOME CAE cc cccnccseccccecries 55,000 
To balance carried forward to next ac- 

OE 6ccow ddd wene+onseeeeewe 19,046 


Capital of the bank is £750,000, re- 
serve fund £525,000, current accounts 
£17,434,521 and total resources £19,696,- 
959. The bank has opened new branches 
at Earlestown, Salford, Appley Bridge 
and Old Trafford. 


Report of the directors of the National 
Discount Company, Limited, London, 
shows gross profits for the year ended 
December 31, 1926, of £771,136. To 
this was added £223,615 brought for- 
ward from the previous year. The total 
of £994,751 has been appropriated as 
follows: 


£ 

To current expenses, including direc- 

tors’ and auditors’ remuneration, 

salaries, profit sharing to staff and 

all other. charges ......cccccees 38,575 
To rebate of interest on bills not due, 

carried to new account ........ 579,479 
To trustees’ pension fund ........ 10,000 


To interim dividend on “A” shares.. 16,933 
To interim dividend on “B” shares.. 41,520 
To proposed dividend on “A™ shares 16,933 
To proposed dividend on “B” shares 50,746 
To proposed bonus on “B” shares.. 13,840 
To balance carried forward to next ac- 

CUE boc 1sstuanebesadete ee 226,723 

Paid up capital of the bank is £1,- 
000,000, reserve fund £800,000, current 
accounts £29,135,661 and total resources 
£5'7,530,294. 


NET profits of the Belfast Banking Com- 
pany Limited, Belfast, for the year ended 
December 31, 1926, amount to £106,252, 
according to the annual report of the 
board of directors. To this has been 
added £91,166 brought forward from 
the previous account, making £197,418, 
which has been disposed of as follows: 


£ 
To two half-yearly dividends ........ 52,800 
To centenary fund for bonus to staff, 
etc and supplement to widows’ and 
Orphase TORE coche cetckesssnien 52,800 


G62G6276267676062602626062629626C96C72C0cCa 
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Like Halley’s Comet 


Once in a generation 





Don’t lose a lifetime opportunity 
for lack of courage 


Ecuador is passing through the most 
severe depression in history. Sound 
bank stocks and first mortgage bonds 
are now on the bargain counter. Pres- 
ent prices will probably not be 
duplicated in many years. 





The situation is the same as that 
which confronted the United States in 
1921. 


The well informed business man 
buys for the long swing when prices 
are lowest. DO NOT vacillate. BE 
courageous. The time to buy is NOW. 
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May we suggest an investment plan? 


Banco de Descuento 


Guayaquil, [Ecuador 
“« Just the Bank You Need” 








goo oer oeSeSe5e5) 





To balance carried forward to next ac: 
OE 06sbi cad deaeeevwnsnred - 91,818 


Capital of the bank is £60,000, reserve 
fund £60,000, current and other ac- 
counts £14,316,350 and total resources 
£18,149,223. 


REpPoRT of the directors of the Munster 
& Leinster Bank Limited, South Mall, 
Cork, shows net profits for the half- 
year ended December 31, 1926, of £91,- 
095, to which has been added the balance 
from the last account, £46,189. The re- 
sulting total, £137,284, has been appro- 
priated as follows: 


£ 
To half-yearly dividend of 18 per cent. 
per annum, free of income tax ....45,000 
oe nn ee 25,000 
To reduction of premises account... .20,000 
To balance carried forward to next ac- 
GE Pad ceeewescnskseesseswes 47,284 


Sub-offices of the bank have been 
opened at Coachford, County Cork; 
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Derrylin, County Fermanagh; Newport, 
County Mayo; Ruskey, County Leitrim; 
and Tarmonbarry, County Roscommon. 

Capital of the bank is £500,000, re- 
serve fund £1,225,000, deposit, current 
and other accounts £24,793,460 and total 
resources £26,610,745. 


THE sixty-ninth report of the directors 
of the Union Discount Company of 
London, for the year ended December 
31, 1926, shows gross profits, after mak- 
ing provision for contingencies, of £906,- 
251. To this has been added £232,565 
brought forward from the previous year, 
making a total of £1,138,817 to be ap- 
propriated as follows: 


To current expenses, including sal- 

aries, rent and taxes, directors’ fees 

and all other charges .......... 77,150 
To rebate of interest on bills discount- 
ed not due carried forward to new 
EE ETE COTE LT Le. 608,861 





‘TO Premises ACCOUNE ....0.cccccess 10,000 
To interim dividend for half-year at 

the rate of 15 per cent. per annum, 

DN NE UE os ceed scenawas 67,500 
To dividend for the final half-year at 

the rate of 15 per cent. per annum, 

a 67,500 
To bonus 2-6 per share, free of tax.. 56,250 
To balance carried forward to next 

IEE no 6 cchee sess orGuwaee 251,399 


Paid up capital of the bank is £1,125,- 
000, reserve fund £1,475,000, current 
accounts £51,922,375 and total resources 
£55,710,215. 


NET profits of the North of Scotland 
Bank Limited, Aberdeen, for the year 
ended December 31, 1926, amounted to 
£268,084, according to the annual report 
of the directors. To this sum was added 
£95,077 brought forward from the pre- 
vious year and the resulting total, £363, 
162, has been appropriated as follows: 


£ 
To bank buildings account ........ 10,600 
To officers’ superannuation fund ....15,000 
ey ME BND kak ss iewddccndagas 50,000 


To interim dividend at the rate of 18 

per cent. per annum, less income 

STV e Cee TTT eeT ToC Te TT 76,284 
To final dividend at the rate of 18 

per cent. per annum, less income tax. 76,284 
To income tax on dividends ........ 38,142 
To carry forward to next account... .97,452 

Paid up capital of the bank is él, 
059,500, reserve fund £965,000, deposits 
£19,853,442 and total resources £24,’ 
279,602. 


Prorits of the Williams Deacon’s Bank 
Limited, Manchester, for the year ended 
December 31, 1926, were £330,856, after 
making provision for bad and doubtful 
debts, for rebate of interest on undue 
bills, for salaries, for income tax and 
other charges. To this amount was added 
£42,402 brought forward from the pre’ 
vious year, making a total of £373,258 
to be disposed of as follows: 
£ 

To dividends (1334 per cent. per an- 


num on “A” shares and 12/4 per 
cent. per annum on “B” shares. . .253, 


To reserve fund .........e-eeeeees ae 
To bank premises .......-+-++ee0% 4 5,0 
44,352 


To balance carried forward ......-- 





To 
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Total resources of the bank are £37,- 
637,769, issued capital £1,875,000, re- 
serve fund £1,350,000 and current ac- 
counts £32,438,363. The bank has 
opened branches at Accrington, Central 
Beach (Blackpool), Cleveleys (near 
Blackpool), Deganwy, Miles Platting 
(Manchester), Sheffield Moor (Shef- 
field) and Stevenson Square (Manches- 
ter). Branches will shortly be opened at 
Bispham (near Blackpool), Hale (near 
Altrincham), Queen’s Park (Manches- 
ter) and Broomhill (Sheffield). 


Report of the Clydesdale Bank Lim- 
ited, Glasgow, shows net profits for the 
year ended December 31, 1926, of £334,- 
191, after deducting rebate on undue 
bills, and providing for all bad and 
doubtful debts. To this sum has been 
added £67,607 brought forward from 
the previous year, making a total of 
£401,798 to be appropriated as follows: 
£ 
To dividend at 18 per cent. payable 

February and August, 1927, and in- 

Combe Gert GROIOON 6.64 0.505060000% 225,000 
Be Bask WAM o66500csecses 20.000 
To superannuation and _ allowances 

MME wutaee bcleceeeleees cae 30,000 
To reserve surplus fund 
To balance carried forward to next 

year 76,798 

Total resources of the bank are £36,- 
730,043, paid up capital £1,250,000, re- 
serve fund £1,400,000, current accounts 
£29,887,391. 


ReEporT of the directors of the Bank of 
Ireland, Dublin, for the year ended De- 
cember 31, 1926, shows net profit for the 
last year of £542,288 to which has been 
added £70,656 brought forward from 
the last statement. This total of £612,- 
945 has been disposed of as follows: 
£ 

To transfer to Rest 150,000 
To interim dividend of £814 per cent., 

less income tax 
To proposed final dividend of £9 per 

cent., less income tax ........0- 203,066 
To balance carried forward 


Paid up capital of the Bank of Ireland 
is £2,769,230, reserve £2,919,230, cur- 
rent accounts £30,099,954 and total re- 
sources £44,438, 483. 


THE balance sheet of Coutts & Co., Lon- 
don, as of December 31, 1926, shows 
total resources of £18,984,871, paid up 
capital of £800,000, reserve fund of 
£800,000 and current accounts of £17,- 
119,599, 


NET profit of the Midland Bank Limited, 
London, for the year ending December 
31, 1926, was £2,535,730, according to 
the annual report of the board of direc- 
tors. To this has been added £813,166 
brought forward from the previous year, 
making a total of £3,348,896 which has 
been disposed of as follows: 
£ 

To interim dividend at the rate of 

18 per cent. per annum, less income 

tax 
To dividend at the rate of 18 per 

cent. per annum, less income tax. .913,937 
To bank premises redemption fund. . 500,000 
To officers’ pension fund 
To carry forward to next account... .825,021 


The paid up capital of the bank is 
£12,665,798, reserve fund £12,665,798, 
current accounts £366,423,102 and total 
resources £430,557,103. 


The balance sheet of the Union Bank 
of Switzerland, Zurich, for the year 
1926 shows net profits of Fes. 6,890,- 
717.03, as compared with Fes. 6,145,- 
016.60 for the previous year. Gross 
profits for the year were Fes. 21,135,- 
439.51 as compared with Fes. 20,622,- 
883.93 for 1925. The board proposed 
the following distribution of the profits: 


Fes. 

To distribution of a dividend of 7 
per cent. on the share capital of 
Fes. 70,000,000 

To addition to reserve fund 

To tantieme to board and local com- 
missions 

To balance carried forward 


4,900,000 
1,000,000 


100,000 
890,717 
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PROTESTED CHECK 


SIGNATURE. 





SECURITY 


FACE VALUE 


IMMATURE NOT 





GALANCE. 


UNCERTAIN 





SIGHT DRAFT 





From the New York Evening Post, January 29, 1927 
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SERIES of four-page 
A folders has been is- 
sued by the Union 

Trust Company of De- 
troit dealing with the es 
tablishment of trust funds, 
and entitled as follows: “An 
Anchor to Windward,” deal- 
ing with the establishment of 
an insurance trust early in 
life; “What of Your Son?” 
discussing trust funds for the 
education and proper start in 
business of the younger gen- 
eration; “What Shall Come 
After You?” “Life Insurance 
to Protect Your Wife,” and 
“What of Your Daughter?” 
The outside of each folder 
holds a full page photo 
graphic illustration and the 
words of the title. The two 
inside pages are devoted to 
discussion of the question 
asked or implied in the title. 
In another series the bank 
shows the importance of the 
making of wills and the con- 
venience of the bank as a 


| trustee. 


The Union Trust Com- 
pany shows that it is keeping 
pace with events by a pro- 
gram of the Detroit Sym- 
phony Orchestra broadcast 
through the courtesy of the 
bank and two Detroit news- 
Papers. 


A TABLE showing how bond 
interest 


helps buy other 





bonds has been published by 
the bond department of the 
Minneapolis Trust Company 
and sent out, together with 
return postal cards, to pros- 
pective bond buyers The 
table illustrates a bond-buy- 
ing program of $1000 a year 
for twenty years. The twen- 
ty-first year the interest on 


the accumulated bonds pays 
entirely for the $1000 bond, 
and the annual income on 
the investment of $10,500 is 
$1050. 


STORIES of interesting estates 
are told in a booklet pub- 
lished by the trust depart- 
ment of the United States 
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BANKERS ACCEPTANCES PURCHASED BY 
= FEDERAL RESERVE BANKS 
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q¢ Financing and fostering’ 
our foreign trade 
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PEOPLES BANK 
and 


TRUST COMPANY 


Main Office: 
Fifteenth Street below Market 


Branches: 
‘7th Street and Girard Ave. 






SERVICE 
Re Se 





Banking Service until Midnight daily—az MAIN OFFICE 





One of a series of advertisements run by a Philadelphia 

bank on the Federal Reserve banks. The series stresses 

the added advantages and benefits which membership in 

in the Reserve System enables member banks to give 
customers. 
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January Investments! 


The Union Trust Company offers a well 
diversified list of sound government, 
municipal, public utility, real estate and 


industrial bonds. 


Our officers will be glad to consult with 
you regarding reinvestment of funds be- 
coming available at this time of the year. 
Telephone Randolph 4470 if you prefer 
to have one of our representatives call. 


Write for our monthly list of offerings 


Union Grust Company 


First Trust Company in Detroit 


GRISWOLD AT CONGRESS 


Friend of the Family 


TELEPHONE RANDOLPH 4470 


An example of the inviting combination of layout, illus- 
tration and copy which a Detroit bank is using in the 
advertisements of its bond department. 


National Bank of Denver, 
Colo. The story of Captain 
Kidd as an administrator of 
the estate left to his wife by 
her two previous husbands; 
the interesting will of James 
Lick, founder of Lick Ob 
servatory; the administration 
of the estate of the Rose 
orphans, without cost, by a 
bank and a firm of lawyers; 
the estate of Alfred B. Nobel, 
donor of the Nobe! Peace 
Prize; that of Lord Nelson; 
the will of Cecil Rhodes, 
founder of the Rhodes 
Scholarships—all these and 
others are told in interesting 
fashion. 


No mention is made of the 
bank as an executor except 
in a brief statement at the 
close of the pamphlet. 


LETTERS were sent out the 
last of December by the State 
Street Trust Company of 
Boston suggesting, as one of 
the many New Year’s resolu- 
tions made by each person, 
the decision to make a will. 
“No single act of a lifetime 
is more important fiom the 
viewpoint of downright com- 
mon sense,” says the letter, 
“yet no step in our existence 
is more often neglected until 
too late.” The letter offers 


———_ 


the co-operation of the bank’s 
trust department in making 
this New Year's resolution, 


THE December number of 
the Cedar Rapids Savings 
Letter published by the Cedar 
Rapids Savings and Trust 
Company, Cedar Rapids, 
Iowa, deals with the satisfac- 
tion given by the ownership 
of a Christmas club at holi- 
day time and the plans made 
by the bank for its 1927 
Christmas club. 


“MANHATTAN Trusteeship” 
solves all problems of estate 
administration, according to 
the Bank of the Manhattan 
Company, New Yerk, on 
blotters which it has distrib- 
uted to its customers. 


THE Marine Trust Company 
Co-operator is a monthly bul: 
letin of the activities and 
progress of the Marine Trust 
Company, New York, pub 
lished by co-workers in the 
company. 


THE Commerce Pulse, pub 
lished by and for the em 
ployes of the Commerce 
Trust Company, Kansas 
City, Mo., contains a large 
number of personal items of 
interest to the bank's staff 
and several __inspirational 
articles. It contains a num 
ber of interesting photo 
graphs. 


AN effective advertisement 
which has been widely used 
by the Fidelity Union Trust 
Company, Newark, N. J. 
having appeared in all North 
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Jersey papers and in two 
New York newspapers, tells 
how the growth of the Fidel- 
ity Union Trust meets the 
needs of a large state. A 
graphic illustration demon- 
strates how the bank has kept 
pace with the state’s growth. 


A REVIEW of an address 
given in 1911 at a conven- 
tion of the American Bank- 

Association has been 
written by the original speak- 
et, Marquis Eaton, and re- 
printed from “Trust Com- 
panies” by the Chicago Trust 
Company. Mr. Eaton was 
one of the pioneers in the 
study of the question of 
proper division of fiduciary 
work between the lawyer and 
the trust company. 


AMONG the many methods 
used by banks in advertising 
their Christmas clubs, is that 
of the Farmers and Mer- 
chants Bank, Spencer, N. Y., 
which terms its club the 
“Santa Claus Special” and 
invites, “All Aboard.” 


As an added sales effort in se- 
curing new members for their 
1927 Christmas club, the 
Central Trust Company of 
Illinois, Chicago, adopted a 
combination dime saver and 
Christmas folder which it 
used in a direct-by-mail cam- 
paign and for person! solici- 
tation. 


THE Memorial Hospital is 
the subject of the December 
number of “With Interest,” 
the interesting publication of 
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AA Leader ‘Points the Way: 


qT 
Five Share Rental When Apartment Is 


~ 


See he cemetn Nee ee 
See ee ee 
_—— 


Judge Elbert H. Gary, one of the great industrial leaders 
of the nation, conspicuous in the UPBUILDING of property, 


now points the way in CONSERVING property. 


By transferring the site of his Fifth Avenue home in a 
deed of trust to Chatham Phenix National Bank and Trust 
Company as trustee, he has established for his family a 
trust fund—a Voluntary Trust—which wil) provide a 


dependable income under all circumstances. 


To other men and women who wish to conserve their 
estates and to assure their loved ones ample and unfailing 
financial protection, this act of Judge Gary's should be 
convincing evidence of the wisdom of a Velantary Trust. 





— 





MAIN OFFICE. we BROADWAY, COR LIBERTY STREET 


Trust compat 














A New York bank takes full page space in New York 

newspapers to make capital ot a news item telling ot the 

establishment of a voluntary trust with the bank by one 
of America’s most prominent industrial leaders. 


the Vermont-Peoples Na- 
tional Bank, Brattleboro, Vt. 
The booklet is profusely illus- 
trated. 


A LETTER to investors of the 
Liberty Trust & Savings 
Bank, Chicago, makes up the 
first page of a four-page 
folder issued by the com- 
pany’s bond department. The 
letter urges the purchase of 
Liberty bonds with re-invest- 
ment of the interest in order 
to attain financial independ 
ence. The second and third 
pages of the folder advertise 
2. special bond offering and 
the fourth deals with an ex- 
planation of the partial pay- 


ment plan with regard to the 
purchase of bonds. 


THE travel bureau of the 
Mellon National Bank, Pitts- 
burgh, has published a fold- 
er dealing with the services 
of its travel department, the 
usefulness of Mellon Nation- 
al Bank Travelers Checks 
and suggesting a number of 
winter trips. “Romantic 
Travel” the folder is entitled. 


“THE First National Ranker” 
is a publication of the First 
National Bank and Trust 
Company of Freeport, N. Y., 
and sent to all its depositors. 


(Continued on page 459) 
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The Editor’s Page 


O interpret the services 
‘Te the bank to the pub- 

lic through the medium 
of the printed word is a gen- 
erally acceptable definition 
of a bank advertising mana- 
ger’s primary responsibility. 
But the value of the most 
compelling and _pcrsuasive 
copy is iost unless it has back 
of it the solid substance of 
the spirit which it implies. 

Very naturally the adver- 
tising copy of a bank seeks to 
present the performance of 
its services in the most favor- 
able light possible. The ad- 
vertising manager has his 
own personal conception of 
how the bank’s services ought 
to be rendered. He can paint 
a very compelling picture of 
this conception in the bank's 
advertising. Quite conceiv- 
ably it will be compelling in 
the same sense that a well 
written piece of fiction is 
compelling. The extent to 
which it interprets the serv- 
ices of the bank to the pub 
lic is not a question of how 
well or how convincingly the 
copy is written. Real inter- 
pretation of services is just 
a matter, first of getting at 
the facts, and then presenting 
them in the most favorable 
light. 

The place to begin the in- 
terpretation of the bank's 
services is not outside the 
bank, but inside—in the 
minds of those who control 
the bank’s policies in its re- 
lationships with its custom- 


ers. The officers and direc- 


tors should be given a picture 
of the kind of an institution 
that the bank’s advertising is 
going to tell the public that 
they are running before the 
public sees that advertis‘zxg. 

It is often an easier task 
to persuade the public as to 
the manner in which 2 bank 
renders its services than :t ‘s 
to persuade those wno run 
the bank that “this is the kind 
of an institution you are run- 
ning—see to it that the 
goods are on the table and 
that they are as represented.” 

One of the most valuable 
possibilities that advertising 
can hold for a bank is to 
give those within it a unified 
concept of the manner in 
which it can most effective- 
ly render the services which 
it is in a position to offer the 
public. 


HE effectiveness of 

much advertising copy 

is spoiled by too many 
cooks. The copy is written. 
Somebody changes a word 
here, someone else a sentence 
or a paragraph there—and 
the original concept of the 
copy is scattered to the four 
winds. The facility and ease 
with which copy can be read 
have a direct bearing on 
whether or not it will be 
read. And words, sentences 
and paragraphs must lead 
smoothly into one another. 


The unity of thought mus 
not be disturbed. It is easier 
for one man to paint a pic 
ture than for six to try to 
do so—and it will be a bet 
ter picture if the one man 
paints it, particularly if the 
one man in question is a good 
painter. The same analogy 
applies to the writing of mos 
advertising. Particularly if 
the one man in question is 
an expert copy writer. 


HE more closely knit an 
advertising campaign is, 
the better its chances of 
success. For example, the mat- 
ter of correlation between 
newspaper and direct mail 
advertising, where the two are 
being used as units in a cam 
paign, should be gone into 
very carefully. One can lend 
strength to the other, and the 
two can pull much better to 
gether where there is a tie-up 
between them than where 
each is planned independent 
ly of the other. 


phase of a bank’s service 
that is exceptionally wel 
developed, or if there is some 
particular development o 


I: there is one particular 


that bank that stands out a 


being singularly proficient in 
the performance of its work, 
and if these can be profitably 
exploited—the bank's cue ¥ 
to hammer away at thee 
points for all they are worth 
in its copy. 


Nickhard Pourhaw 





—_— 


(Con 
A nu 


time 
photo; 
pictur 
vertise 
at the 
by me 
ing ar 
dealin 
piness 
with 

playec 
also a 
an exe 


THE t 
Harva 
Camb 
an int 
“2800 
ing w 
war 1 
now ( 
some 

enoug! 
income 
invest 
in the 
combi 
return 
pamph 


EDWIN 
has be 
ing ag 
Guard 
Bank 


As 
cribing 
Busine 
His F 
has be 
depart 
Trust 
The su 


each ¢; 











ht must 
is easier 
t a pic 
) try to 
e a bet 
ne man 
y if the 
$a good 
analogy 
of most 
larly if 
-stion is 
r. 


knit an 
paign is, 
ances of 
the mat: 
between 
ct mail 
two are 
1a cam’ 
me into 
can lend 
and the 
etter to 
a tie-up 
. where 
pendent: 


articular 
3 service 
illy well 
> 1s some 
rent of 


ls out a 
ficient in 
ts work, 
rofitably 
's cue is 
at these 
re worth 








THE BANKERS MAGAZINE 








(Continued from. page 457) 


A number of its covers are 
timely and appropriate 
photographs posed by motion 
picture stars. The bank ad- 
vertised its Christmas Club 
at the beginning of this year 
by means of blotters contain- 
ing an illustration and verse 
dealing with Christmas hap- 
piness and the part the bank, 
with its Christmas Club, 
played in it. The institution 
also advertises its services as 
an executor. 


THE trust department of the 
Harvard Trust Company, 
Cambridge, Mass., has issued 
an interesting folder entitled 
“2800 Millionaires” and deal- 
ing with the fact that 23800 
war made millionaires are 
now out of the rich ciass, 
some of them not having 
enough money left to owe an 
income tax. “The untrained 
investor is at a disadvantage 
in the search for security 
combined with adequate 
return on his funds,” the 
pamphlet states. 


Epwin Bird Wilson, Inc., 
has been appointed advertis- 
ing agent for the Commerce 
Guardian Trust and Savings 
Bank of Toledo, Ohio. 


A Series of folders des- 
cribing the “Seven Ways a 
Business Man Can Protect 
His Family and Property” 
has been issued by the trust 
department of the Union 
Trust Company of Chicago. 
The subject of the folder, in 
each case, is an “if” sugges- 








WHO’S WHO IN 
BANK ADVERTISING 











© sacuracn 


CHarLes H. MCMAHON 


Director of advertising First National Bank in Detroit, 
Detroit, Mich. 


EFORE becoming associated a year ago with the First 

National group in Detroit, Mich., composed of the First 
National Bank, the Central Savings Bank and the First 
National Company, Mr. McMahon spent two years as adver- 
tising manager of the Guaranty Trust Company of Detroit. 
Prior to that time he was employed in the Detroit office of 
the S. W. Straus & Company. Mr. McMahon was a member 
of the class of 1919, University of Michigan, and during the 
war was a first lieutenant with the 14th Infantry. He is a 
member of the Financial Advertisers’ Association and served 
as chairman of the “Steering Committee’’ at the convention 
of the organization held in Detroit last autumn. He is a 
member of the extension committee of the F. A. A. and 
chairman of the publicity committee for the American In- 
stitute of Banking Detroit convention anil chairman of the 
promotion committee of the Board of Trade convention to 
be held in Detroit in May. 
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What EAtbont Your 
Daughters ® heteac? 





A striking window display in color, designed by the Northern Trust Company of Chicago. 


The center piece is an oil painting of a beautiful girl. 
backed with a Mandarin coat in a gorgeous array of colors. 


shawl of rare beauty. 


This has an overhead light and is 
The portrait rests on a Chinese 
There is a Cloissone vase on either side of the portrait, and on the 


lower step of the stand on which the portrait is placed is a placard reading “What About 
This trust window attracted wide attention and drew much 


Your Daughter's Future?” 
favorable comment. 


tion, the answer being con- 
tained in the service of the 
trust department. Thus, “if 
your daughter is soon to 
there is a 
‘junior’ you hope to send to 


marry—", “if 
college “if your wife is 
not experienced in business 
matters Each folder 
offers on request a copy of 
the chart which has been 
compiled by the trust depart- 
ment of the bank, showing 
the seven ways in which the 
business man can protect his 
family and property. 


THE Old Colony Trust Com- 


the Northern Trust Company. 


pany of Boston has intro- 
duced an innovation in New 
England banking circles by 
the formation of a women’s 
advisory committee. The 
intended to 
bring about a closer personal 
relationship between a bank- 
ing institution and its clients 
and to suggest improvements 
and ideas that might not oc- 
cur to the officers of the in- 
stitution who are more close- 
ly connected with the busi- 


ness. 


committee is 


THE travel bureau of the 
California Bank, Los An- 


The window was designed by J. Mills Easton, advertising manager of 


geles, has published a book: 


let, “Under Golden Skies in 
California,” for presentation 
to visitors in California and 
to the friends and customers 
of the bank. 

The booklet 
message of greeting from the 
California Bank and its af 
filiated institutions to vis’ 
tors in the state and other: 
wise consists of twenty-eight 
pages of photographs por 
traying the beautiful and iv 
teresting spots in the state. 
The book is attractively 
printed in shades of brown 
on cream-colored paper. 


includes a 
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INSTALMENT SALES FROM THE BUYER’S 
STANDPOINT 


Senator Couzens lifts the cudgels 

in behalf of the instalment buyer 
who, he believes, stands in danger of 
victimization by the greedy commercial 
interests that have espoused instalment 
selling. 

While, as an executive of an automo- 
bile finance company, the writer cannot 
consistently indorse this thesis, he does 
agree most heartily with the Senator's 
obvious conviction that the subject is a 
proper one for frank and open discus- 
sion. 

Instalment selling—or buying if Sen- 
ator Couzens prefers—must be able to 
justify itself economically or he is en- 
tirely right in contending that we are 
better off without it. 

One gathers the impression from cer- 
tain of his passages in this particular con- 
tribution that he attributes to the finance 
companies and those who use their serv- 
ices a certain lack of moral courage in 
this respect—a defeatist attitude of mind 
that inclines them to shrink from pub- 
licity. 

It is chiefly to correct this error and 
the fundamental misconceptions on which 
it appears to be based that the present 
analysis of his theme is undertaken. 

Senator Couzens would transfer the 
discussion from the seller’s viewpoint to 
that of the buyer, which is a perfectly 
fair proposition—gladly acceded to 
herein. 

The fact that the writer’s experience 
with instalment merchandising is limited 
to the automotive field will restrict the 
scope of the discussion somewhat. But, 
since the automotive industry has been 
the arch protagonist of the instalment 
system and has demonstrated its effect for 
weal or woe on a far wider scale than 
any other, the object lessons it has pro- 
vided are probably the most convincing 
that can be applied. 

Senator Couzens is interested in instal- 
ment buying in a spirit of concern as 


I Nation’s Business for December 


to its influence on character. He feels 
that it makes life a bit too easy for the 
buyer and undermines his moral stamina 
somewhat because he can gain physical 
possession of some needed conveniences 
before he has earned the money to pay 
for them. He recites in objection to this 
privilege the joy of his own family in 
purchasing a hanging oil lamp after sav- 
ing for it and his own sense of achieve- 
ment when he had saved from his earn- 
ings the price of a much wanted saddle. 


DOES INSTALMENT BUYING UNDERMINE. 
CHARACTER? 


Let us concede at the outset that if in- 
stalment buying does in fact tend to un- 
dermine character its influence cannot in 
the long run be anything but harmful. 
No merchandising method is defensible 
on any grounds which stimulates busi- 


ness through the destruction of moral 
fiber. If Senator Couzens can establish 
this point our hands are up and the de- 
bate is ended. 

But the fact that one rejoices in ac- 
quiring that for which one saves is no 
proof that character is weakened by in- 
stalment buying and the Senator’s con- 
viction that he would not remember so 
clearly his satisfaction over these two 
purchases if they had been made on the 
instalment plan is a highly debatable 
proposition. 

For in the first place the instalment 
buyer must have worked up to a certain 
earning scale and have saved in cash a 
substantial percentage of the price of the 
merchandise before his note will be ac- 
cepted for the balance. And in the sec- 
ond, possession, under the instalment 
system, is not synonymous with owner- 
ship. 

The writer confesses to having bought 
various utilities on the instalment plan 
and cannot conceive that Senator 
Couzens’ satisfaction over the cash pur- 
chase of a lamp and a saddle could have 
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How many checks does your bank write 
monthly? ... How many employees are 
assigned to this task? How long does it take 

them to do the work? 


Get the answers to these questions, and with them in front of you 
consider these facts about 


The New Todd 
Super-Speed Protectograph 


A REASONABLY experienced operator can 
write the amount line on checks at the 
rate of 1200 to 1500 an hour. Such speed 
often makes it possible to assign your 
* check-writing problem to one employee 
instead of taking the time of several. 

The Todd Super-Speed takes up lit- 
tle room whether used on a desk or 
equipped with compact all-metal stand. 
Valuable space is saved. 

Its mechanical simplicity permits any 
employee to become proficient on it at 
short notice. Checks can be fed in singly 
or in sheets of six. The machine writes 
like an adding machine. Press a key and 
it repeats any amount automatically. If 
an error is made, the machine can be 
instantly cleared before the imprint. 
Re-inking is seldom required, but when 
necessary the ink rollers can be changed 
speedily—without fuss or muss. 

These are time and money saving fea- 
tures that you cannot afford to pass by 
without investigating. At your conve- 
nience a Todd expert will show you the 
Super-Speed. Wire, write or mail the 
coupon. The Todd Company, Protecto- 
graph Division. (Est. 1899.) Rochester, 
N. Y. Sole makers of the Protectograph, 
Todd Greenbac Checks and Super- 
Safety Checks. 





THE TODD COMPANY 3-27 
Protectograph Division 
1139 University Ave. 
Rochester, . A 


Gentlemen: Please send me information 
about the Todd Super-Speed Protectograph. 
Neme &¢ Beak —...____..._._.. 


Name of (Officer 






































Address 





The Todd Super-Speed’s Ten Points of 


Excellence 
1 Writes 1200 to 1500 checks an hour. 


2 Operates like an adding machine. 


3 Protects amount line from check-fraud 
artists. 


4 Shreds words and figures into fiber of paper 
in large, clear type. 


5 simplifies re-inking to a quick and clean 
operation. 


6 Repeats amounts automatically. 

7 Can be instantly cleared for corrections. 
8 Takes checks singly or in sheets of six. 
9 Covered by the Todd guarantee. 

10 Sturdy all-metal stand. 


TODD SYSTEM OF CHECK PROTECTION 


462 











THE BANKERS MAGAZINE 


463 





been more complete than his own 
when the final payments were made upon 
an Encyclopaedia Brittanica and an auto- 
mobile. 

Not that the writer was in any danger 
of having either repossessed. He was 
well able to retire either contract at any 
date within its duration. But he was 
aiming to keep his prior savings intact 
and to earn these possessions by budget- 
ing his current income, and the relief 
when he had done so and could cancel 
the instalment from his monthly forecasts 
of expense was inexpressible. He had 
acquired property of great utilitarian 
value, and added somewhat to the worth 
of his estate because he had bought from 
current income. He had sacrificed in 
other ways to do it while keeping his 
past savings intact and providing for cur- 
rent savings simultaneously. Personally, 
he feels that his character profited quite 
as much by the effort and its success as 
Senator Couzens’ did through saving in 
advance the full price of his saddle. 

Those who support the negative side 
of the instalment discussion always take 
off from the concept that it is no achieve- 
ment to qualify for instalment credit— 
that anybody with a dollar to pay down 
can take away the merchandise. There 
may be instances of loose instalment 
practice almost as extreme as this just 
as there have been countless instances of 
loose practice among open account cred- 
itors, but in the automotive field, and the 
writer believes in all fields of instalment 
merchandising, the buyer who has ac- 
cumulated the down payment, who 
meets the requirements as a moral risk, 
and whose assurance of an adequate fu- 
ture income to protect his monthly obli- 
gation is dependable enough to warrant 
the accommodation, has made definite 
progress in the world and is justified in 
having a sense of real accomplishment 
when he secures possession of the goods 
through this medium. 

In other words—one who qualifies for 
credit in any form and then protects 
that credit has shown character and 
gained in character by the experience 


quite as much if not more than one who 
has saved to pay cash. 

The latter form of satisfaction is, in- 
deed, open to the buyer who has no credit 
standing; the former only to one who 
has earned the right to credit. 

And the fact that a tremendous ma- 
jority of instalment buyers have carned 
the right to credit is demonstrated by 
the repossession and loss figures of the 
finance companies. 


HOW DOES INSTALMENT BUYING EFFECT 
SAVINGS? 


Another concept popular among op- 
ponents of the instalment systz::. 1s the 
financial impotence of those who have 
totally mortgaged their future earnings 
in the purchase of current utilities or 
luxuries. Senator Couzens tells us that 
“thousands and hundreds of thousands of 
working people are now bound with 
these instalment payments so that they 
dare not take even a reasonable risk in 


a new venture, either of employment or 
investment.” 

It is fair to challenge this statement 
and to call for the facts behind it. 

Every index figure that bears upon 
the subject indicates that the average 
American today is saving as never before 


in history. Savings bank derositors, 
who numbered 11,000,000 in 1912, 
numbered 43,000,000 in 1925. Their 
deposits increased within the same 
period from $8,400,000,000 to $28,400,- 
000,000. 

Life insurance protection outstanding 
in 1912 amounted to $16,000,000.000. 
In 1925 the figure had grown to $72,- 
000,000,000. 

Home building increased 455 per cent. 
within the eleven most active years of 
instalment buying—from 1915 to 1926. 

The average wealth per capita in the 
United States is reliably estimated to 
have increased 50 per cent. within the 
brief period from 1920 to 1925. 

Memberships in building and loan as- 
sociations increased from 4 962,918 to 
8,554,352 within the same five years and 
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the assets of such associations simultane- 
ously grew from $2,519,914,971 to $4,- 
765,937,197. 

If the percentage of the population 
which is financially handicapped by its 
future instalment commitments exceeds 
the proportion which is always financial- 
ly incompetent through congenital im- 
providence there is certainly nothing in 
these figures to prove it. 

And, assuming that the finance com- 
pany or instalment merchandiser exer- 
cises any adequate credit supervision—as 
the figures prove they do—how is it pos- 
sible for hundreds of thousands of buyers 
to mortgage themselves up to hilt? 

No instalment house will knowingly 
accept the account of a customer who 
is already so committed to other cred- 
itors that his obligation to itself cannot 
be met with a comfortable margin to 
spare, and a proper credit investigation 
will certainly disclose the facts in this 
respect. 

Senator Couzens has failed to allow 
for the protection the buyer receives 
from the self-protective measures of the 
seller. 

Turning to the economic side, Senator 
Couzens maintains that industry having 
overproduced the market provided by 
the buyer’s available cash is now fighting 
for a mortgage on his future earnings 
and foresees disaster if the earnings ever 
on a large scale fail to materialize— 
necessitating extensive repossessions at a 
time when the demand in all lines is 
subnormal. 

“They will mean frozen assets,” he 
says of the repossessed commodities, “and 
will raise a question for financiers with 
which they have not yet had to deal.” 


Are frozen assets something new? 
Ask the banker who wrestled with the 
overpriced inventories of 1920-21. And 
don’t forget while asking him that in- 
stalment sales represented a considerable 
percentage of the total automobile 
volume even then. 

But the banker’s headache was not 
about goods in the consumer's hands but 
about goods on the dealers’ shelves— 


worth millions and millions on paper and 
little or nothing in trade until the mar- 
ket stabilized. 


THE PROBLEM OF FROZEN ASSETS 


Frozen assets are as old a problem as 
depressions and a by-product of every 
slump in the business cycle. And the 
writer submits that the freezing process 
will be much less complete with the in- 
ventories divided among thousands of 
users who have daily need for the goods 
than among hundreds of dealers who can 
only store them until demand is re- 
established. 

Nothing is harder to surrender than 
one’s accustomed standard of living and 
the user will fight with his last dollar to 
hold the conveniences to which he has 
become habituated. But so long as the 
dealer has the goods this normal human 
impulse has no power to relieve the sit 
uation. 

Whether you overproduce a cash mar- 
ket or a credit market your reward is an 
accumulation of temporarily unsalable 
goods. All the logic of the question 
tends to prove that these will be fewer 
with an inventory widely distributed 
among instalment buyers who will strain 
every nerve to keep them than if the 
same inventory were in the dealer's 
warehouse. And such of the goods as 
do come back from the instalment buyers 
will be at least as easy to handle as if 
the dealer had never parted with them. 
Even granting the contrary for sake of 
argument, there could be no serious 
complication from incomplete instalment 
sales for the outstanding volume is not 
great enough. 

The most complete survey yet at’ 
tempted of new car financing in the auto 
motive field shows that 64 per cent. of 
all new car sales are on a credit basis, 
which means about 50 per cent. of the 
industry's output in dollars. Of this 
one-third (16-2/3 per cent.) is paid 
down and with the outstanding balance 
(33-1/3 per cent.) due in less than 
twelve months’ time. 
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On a twelve months’ instalment basis 
the average of total annual volume out- 
standing at any one time is less than 50 
per cent.—which means that not one- 
half of 33-1/3 per cent. of the indus- 
try’s annual new car volume in dollars 
is outstanding at this or any other mo- 
ment. That figures down to the equiva- 
lent of somewhat less than sixty days’ 
average Output. 

The principal difference, therefore, be- 
tween this showing and that of any in- 
dustry selling chiefly on open account 
is not in the percentage of credit out- 
standings to output but in the fact that 
the well oiled collection machinery of 
the instalment system affords for this 
volume of automotive credit a degree of 
protection which the open account sys- 
tem cannot provide. It seems, indeed, 


a reasonable question if, dollar for dol- 
lar, these automotive outstandings do not 
constitute the best safeguarded credit 
item of comparable size in the world. 
From this phase, Senator Couzens 
travels to the high cost of financing and 


the increased price the buyer pays to 
support the instalment system. Re- 
verting again to the automotive picture 
we find that 1913, when instalment 
sales had been in limited use for barely 
one year, the passenger car output of the 
American factories was 461,500 units 
and the average retail price $1155. 


EFFECT OF INSTALMENT BUYING ON 
PRICES 


In 1925, with 64 per cent. of all new 
passenger car sales on instalment terms, 
the American output was 3,699,991 units 
and the average retail price $870. The 
1913 closed car output was but 1 per 
cent. of the total. In 1925 this per- 
centage had increased to 56.5 per cent. 
If the same closed car percentage had 
obtained in 1913 the average retail price 
would have been 20 per cent. higher on 
this item alone. The retail price of the 
1925 car includes equipment which was 
extra in 1913, worth perhaps $100, and 
the 1925 cost of labor is roughly double 


that of 1913 The 1925 engineering fea- 
tures with money value to the buyer 
represent a tremendous advance over 
1913, whose cash equivalent is hard to 
estimate. 

On the most conservative estimate, 
however, the average 1925 buyer has 
gained nearly $400, in the price of his 
car, plus equipment, thanks to mass pro- 
duction made possible by instalment 
sales. 

No less an authority on production 
than Albert R. Erskine, president of the 
Studebaker Corporation, states that the 
average car of today, produced in only 
such quantity as could be sold for cash, 
would cost $300 more than its present 
price. The average finance charge, in- 
cluding insurance, on a car retailing at 
$870 is $75. From this it is obvious that 
in the automotive field the buyer’s high 
cost is purely myth. On the average his 
price advantage is from four to five times 
the finance charge, depending on the 
basis of reckoning and taking no account 
of the intangible engineering benefits 
provided by a growing and prosperous 
industry. 

No doubt on close analysis it will be 
found that the buyer has gained a con- 
vincing price advantage in other lines 
as well though probably not in propor- 
tion, for the productive stimulus of in- 
stalment selling has not been applied to 
other lines in equal measure. 


DISCUSSION OF COST TO BUYER 


In his discussion of the buyer's cost 
on the instalment plan, Senator Couzens 
seems to harbor the fallacy that the 
finance companies, through excessive 
charges, are making exorbitant profits. 
He writes, “Unfortunately I find no rec- 
ord of the extent of the credit companies 
who finance these instalment sales, but it 
is known that there are many hundreds 
of them who maintain luxurious offices, 
high salaried officers, thousands of clerks, 
stenographers, and so forth, all being 
maintained by the buyer who buys on 
the instalment basis.” 





SUMMER IN FRANCE : 


Instead of shuttlecocking between your office and the same old places st 


ET away this summer to those enchanting playgrounds across the 

sea, that stir your imagination—renew your youth—and send 
you back abrim with fresh energy. The joyous holiday spirit of the 
French resorts enwraps you directly you board “the longest gangplank 
in the world.” . . . The French Line inaugurates a weekly express of 
service between the old world and the new—with the de Luxe tu 
Liners Paris and France, and the splendid new flagship, Ile de France. re 
Six days only—calling first at Plymouth, England—docking a few to 
hours later at Le Havre de Paris . . . a waiting special express—no 
long drawn out train ride . . . three hours through beautiful b 
Normandy. . . Paris—the terminus to all the capitals of Europe. : 


né 
ta 
Illustrated booklets from any French Line Agent or Tourist Office, W Ca 

or write to 19 State Street, New York al cr 
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Known by whom? Not, the writer 
ventures to say, by anyone connected 
with the finance business—for the first 
thing one learns when one connects with 
it is that what he makes is what he 
saves and that cheese paring in the ex- 
pense account is far more important than 
in mercantile lines. 

The most successful finance companies, 
out of their rates, have not averaged a 
net profit quite as high as 1) rer cent. 
of their turnover. In the automotive 
field their percentage of profit to in- 
vested capital has never equalled that of 
a successful factory or a_ successful 
dealer. 

Because of the safeguards which sur- 
round their business these well managed 
companies represent a sound and con- 
servative investment for capital but ex- 
pensive offices and excessive salaries are 
the last of life’s amenities that they can 
afford. 

A properly organized local office 
handling $500,000 annual volume will 


have inexpensive quarters, nothing but 
the necessary equipment, a manager, two 
clerks, a collector and perhaps a dealer 


contact man. Its annual budget of 
operating expense will be somewhat in 
excess of $12,000. 

Every other operation of any finance 
company that hopes to make a creditable 
showing will hold to the same simple 
standard. It is not a field, as Senator 
Couzens appears to believe, for either the 
exploiter or the gambler. 

To succeed in it requires the banker’s 
temperament and the very highest order 
of banking intelligence. By its very na- 
ture it is certain to squeeze out the ir- 
responsible type which the Senator seems 
to have set up in his mind as its standard. 

The whole question of its effect on the 
buyer—and obviously, too, of its eco- 
nomic influence—will be determined by 
its value as a form of credit. 

It would be elementary and altogether 
needless to discuss the economic advan- 
tages of credit per se. To argue that the 
cash buyer is always better off than the 
credit buyer would be equivalent to in- 


dorsing the cash basis as an exclusive 
principle of commercial exchange— 
which even the primer economist knows 
would be hearking back to the Dark 
Ages. 

It is axiomatic to say that every buyer 
is better off because of credit—whether 
or not he himself pays cash—provided 
credit is held within sound limits. And 
this is true in spite of the fact that 
credit, however rendered, must cost th¢ 
buyer something. 

If instalment credit, properly safe- 
guarded, is a safe and legitimate form of 
credit there can be no question that all 
buyers are better off either directly or in- 
directly because of it, and condemnation 
of it in general terms is purely wasted 
energy. 

On this point there appears to be no 
division of opinion among recognized 
economic authorities. 


PREPONDERANCE OF OPINION FAVORS IT 


During the week of November 15, 
1926, instalment selling was the chief 
topic of discussion by the Academy of 
Political Science at a meeting in New 
York City. The Standard Trade and 
Securities Service, in its bulletin of No 
vember 22, reporting this event, says: 

“Careful analysis of the arguments 
advanced both for and against the prac- 
tice of instalment selling, as well as 
analysis of other information at our dis- 
posal finds a preponderance of opinion in 
its favor, although modifications are 
clearly advisable in some instances.” 

Briefly the conclusions arrived at by 
the Service are as follows: 

1. While a comparatively new credit 
development, instalment selling is an 
economically sound practice. 

2. However, until it has passed beyond 
the present experimental stage, the busi- 
ness of instalment sales will have to be 
watched carefully by all concerned.” 

And on this platform all well estab- 
lished finance companies have long since 
taken their stand. 

Experience has shown them that the 
































New Building for Putnam Trust Co., Greenwich, Conn., now nearing 
completion, to be ready for occupancy early in April. 


MORGAN, FRENCH & CO.,ING. 
ARCHITECTS and ENGINEERS 
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business is sound when properly organ- 
ized— 

That their own self-protective meas 
ures fully safeguard the buyer from 
over-extension— 

That they themselves cannot live by 
permitting their operations to overstep 
the limits of credit prudence in any way 
and that this self regulatory characteristic 
of the business may be counted upon to 
keep the system within proper bounds— 

And that the onlooker who counsels 
conservative methods in the expansion of 
the system is its friend, rather than its 
enemy. 


BUSINESS FOR CONSERVATIVES 
It is distinctly a business for conserv- 


atives, for they alone can make a suc- 
cess of it—and the more discussion the 


subject receives the more evident this 
will be. 

It seems quite apparent that Senator 
Couzens’ destructive attitude is the out- 
growth of a misconception as to the fun- 
damentals of the business and the char- 
acter and spirit of the men whe are car- 
rying it on. 

It is earnestly to be hoped that on bet- 
ter acquaintance he will have a fairer 
understanding of these matters and that 
from a bias toward complete eradication 
of the system he will gravitate toward a 
sanely regulatory spirit that will align 
his views with theirs. 

If its purpose is worthy, however, a 
business so little understood cannot but 
profit by public discussion and, in pro- 
moting that, the Senator is entitled to 
the thanks of its adherents, whatever his 
motive. 





First picture ever taken of the executive committee of the Cleveland Trust Company, 


Cleveland, Ohio. 


The bank, established in 1895, now has resources of nearly 


$250,000,000 and operates fifty-two neighborhood banks in Cleveland and its suburbs. 

The members of the executive committee are, from left to right: A. L. Assmus, 

Col. Leonard P. Ayres and F. H. Hobson, vice-presidents; E. B. Greene, committee 

chairman; Harris Creech, president of the bank; J. M. Gundry, I. F. Freiberger, A. R. 
Horr, vice-presidents; H. D. King, secretary. 
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Less Considerate? 


The will of the late George M. Pullman of the Pullman 
Company included this clause: 


My wife is not named herein as 
executrix or trustee, because it is my wish to 
relieve her of the labors, cares and responsi- 
Dilities of the positions of executrix and 
trustee. 


Would you knowingly subject your wife, your 
mother—or any relative or friend to the onerous 
and hazardous duties itemized in the surrounding 
links? Manifestly it is inconsiderate to make an un- 
trained individual the executor of your will. 

A corporate executor has many advantages, all of 
which are explained in a carefully pre booklet 
“Trust Service” which is yours for the asking. 


A conference entails no obligation and may save 
untold sorrows. Call, write or telephone and a trust 
officer—man or woman—will gladly make an appoint- 


ment—at your office or ours. 


FIDELITY 


Zz 


Proofs of this and other ads will 


be sent to any trust company— 
mats at a nominal figure. Address 
E. H. McIntosh, Publicity Director, 
Fidelity Trust Company, Detroit. 












































MAKING A BANK OPENING YIELD NEW 
BUSINESS 
By Vircit D. ALLEN, JR. 
The following article tells how the First Bank and Trust Company of Utica, N. Y., 


capitalized the opening of its new building, deriving much favorable publicity and consider- 
able new business. The author is assistant vice-presdent of the bank. 


[ne occasion of the opening of the name of the institution itself was new— 





new home of the First Bank and the First National Bank of Utica having 
Trust Company of Utica, N. Y., given up its national charter and merged 
was complicated by the fact that the with the Oneida County Trust Company 


More than one-seventh of the people in Utica, N. Y., visited the new home of 
the First Bank and Trust Company, on the occasion of the bank's “open house” 
in celebration of the opening. The building was designed by York and Sawyer, 
New York. The vaults were designed by A. B. Trowbridge, New York, and 
nanufactured and installed by the York Safe and Lock Company, York, Pa. 
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SHORT TERM INVESTMENTS FOR BANKS 


Our short. term obligations have 
been— purchased by more than five 
thousand banks in the, United States. 


GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Office » 250 WEST §7™ STREET + New York City 
Capital, Surplus (% Undivided 


Profits 


$36,428 ,000.00 








to become the First Bank and Trust 
Company. 

This made it necessary for the bank to 
devote considerable newspaper and direct 
mail advertising to acquaint the bank’s 
customers and the public with the change 
in name of the institution. In addition 
to paid space, every effort was made to 
obtain publicity, which, in the four 
months embodying the period of the 
opening, amounted to more than 1000 
inches in the local newspapers. This 
amount shows a fair ratio to the 5880 
inches of paid space used during the 
same period. 

As a result of the opening, during the 
month of December the safe deposit 
company rented one-eighth the number 
of boxes rented by a large middle western 
bank during a concerted drive for safe 
deposit business in a city ten times the 
size of Utica, with the aid of a bank staff 
more than twelve times the size of the 
“First's.” 

The interest accounts opened during 
the twenty-two business days in Decem- 
ber following the opening taxed the ca- 
pacity of that department and increased 


+72 


the total number of such accounts at the 
main office by 15 per cent. The number 
of commercial accounts opened was far 
beyond all expectations and the new 
Christmas Club, from present indica’ 
tions, will surpass in size the oldest 
Christmas Club in the city. 


ATTRACTIVE STICKER USED 


In conjunction with the publicity and 
newspaper advertising a sticker was de: 
signed for use on the bank mail and on 
the flaps of envelopes sent out by friends 
and directors. The sticker, in three 
colors, yellow, blue and black, featured 
the new fifteen-story bank home, and 
bore the caption, “A New Home Soon 
and signature, “First Bank and Trust 
Company.” Half the directors of the 
bank made use of these stickers in large 
quantities, and one of them, an execu’ 
tive of a large department store, used 
many thousands on the store’s monthly 
statements that were mailed out just be- 
fore the day of public inspection. It 
was felt that the sticker, while inexpen’ 
sive, was helpful, and by way of con 
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Founded in 1865 
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trast and attractive appearance aroused 
curiosity concerning the new home soon 
to be opened. 

Although the use of the bright colored 
sticker might have been said to violate 
to some extent the conservatism of a bank 
established 114 years ago, the use of a 
number of large posters, designed in sim- 
ilar colors by one of the country’s leading 
artists, was not out of place. These 
posters were used throughout the city— 
in department store windows, elevators, 
shops and offices. 

Distribution of the posters was ef- 
fected by means of a letter sent to the 
executives of the city’s largest plants and 
business houses in which the opening of 
one of the finest buildings in central New 
York was pointed out to be a forward 
step in Utica’s progress—one more evi- 
dence of sincere belief in the great future 
of the city. Because of the civic interest 
involved, more than half of those ad- 
dressed responded, and a large number 
of posters were displayed, featuring the 
caption, “Opening—December, 1926— 


New Home of Utica’s Oldest Bank,” and 
signature. 

These posters helped in a colorful way 
to tie up the new building with the new 
name of the bank and its long establish- 
ment. Displayed in manufacturing 
plants, they tended to personalize the 
newspaper advertising and make those 
who were not depositors, feel that the 
invitation to attend the “open house” 
was meant for them as well as for the 
bank’s customers. 


“FORTUNE FOUNDERS” BUILD BUSINESS 


In order to cause the workers in in- 
dustry as well as the younger generation 
of the city, to take an interest in the 
opening of the bank’s new home, the in- 
stitution distributed what were called 
“Fortune Founders,” a name Icaned to 
the bank by I. I. Sperling, advertising 
manager of the Cleveland Trust Com- 
pany. Inasmuch as commercial banks in 
New York State are not allowed to use 
the word “save” in advertising, this name 
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A Billion Dollar 


Business 


. Fifty-three thousand employes, 
of whom 13,000 are shareholders, 
helped to boost Swift & Com- 
pany’s sales close to the billion 
dollar mark in 1926, an achieve- 
ment of which the company is 
proud. 


That is just a part of the story 
told in the new Swift 1927 Year 
Book. 


In his annual address to share- 
holders, President Louis F. Swift 
outlines an amazing tale of big 
business: 


Swift & Company spent 
$482,708,847 for live ani- 
mals in 1926, almost a 
million and a half in cash 
each business day; 


The number of animals 
purchased was 16,969,708; 


Live stock prices aver- 
aged slightly higher than 
in 1925, although sheep 
sold for slightly less. 


Payment of dividends regular- 
ly for more than 40 years has 
earned the confidence of the 
investing public, and attracted 
47,000 shareholders, of whom 
20,000 are women. 


There are a number of inter- 
esting charts in the Year Book. 


A copy will be sent free on 
request. Just fill out the coupon 
below and mail. 


Swift & Company 


Swift & Company, 
Union Stock Yards, Chicago 


Please send a copy of the 1927 Year Book to: 























NOTICE 


The First National Bank of Wynona, located 
at Wynona in the State of Oklahoma is closing 
its affairs. All note-holders and other creditors 
of the association are thereforé hereby notified 
to present the notes and other claims for pay- 
ment. 

R. F. MULLENDORE, President. 
Dated Dec. 15th, 1926. 








was chosen for the little books containing 
pockets for three dollars in dimes. These 
were supplied by the Moreland Business 
Builders, Inc., of Chicago, and were of a 
special design, featuring the new build- 
ing and the caption, “Central New 
York’s Oldest, Largest Bank—First 
since 1812,” on the back cover and, on 
the front cover, a spreading oak tree 
with an inset of an acorn at the root, and 
signature, and the following message 
mortised in: 

“Fifty cents will be added to a regu 
lar interest account opened at our new 
main office before January 1, 1927, with 
this Fortune Founder and three or more 
dollars, providing this sum remains on 
deposit for six months. 

“One such credit shall be given to 
each person who fills a Fortune Founder 
with dimes.” 

No doubt, many in financial advertis 
ing work will look with disfavor upon 
such an offer, but the bank made a thor: 
ough investigation of the popularity of 
the dime saver as shown by the experi 
ence of other banks, and came to the 
conclusion that it would be justified in 
using it even though few accounts were 
returned. The cost of each one was but 
a small amount, and they provided a 
comparatively inexpensive and yet force 
ful way of inviting new accounts and, at 
the same time, impressing prospects with 
the bank’s new location, new name an 
uge. 
Distribution of the “Fortune Found: 
ers” was effected in much the same way 
as the posters were placed, and at the 
close of business December 31, 1926, 
just twenty-two business days after the 
opening, the “Fortune Founders” had 
increased the number of interest ac 
counts at the main office by approximate’ 
ly 7 per cent. Furthermore, many ac 
counts were opened with considerably 





more than the $3 minimum, and others 
have continued to grow even in so 
short a period of time. The average 
initial deposit on these accounts amount- 
ed to $14, and to date the accounts 
can be figured at a cost of $2.04 
apiece. When more “Fortune Found- 
ers” have been turned in, the cost per 
account will be reduced. In considering 
the cost per account, however, one must 
not neglect consideration of the cumula- 
tive value of a widely distributed folder, 
and the fact that the dime saving habit 
engendered by the “Fortune Founders” 
provides an easy way to stimulate con- 
tinued activity on accounts opened 
through this medium. 


LUNCHEON CLUBS INSPECT BANK 


By way of creating publicity and fur- 
ther curiosity on the part of the public, 
a series of service club luncheons was 
scheduled in the new banking rooms. 
Rotary, Kiwanis, Exchange and seven 
other clubs arranged to hold their regular 
meetings at the new bank during the ten 
days preceding the public inspection. 
Various officers of the bank acted as 
speakers on these occasions, and others as 
hosts, together with the directors. Each 
oficer, director and employe present at 
these meetings, as well as each newspaper 
man, was provided with a complete arch- 
itectural and mechanical description of 
the bank home. A caterer served the 
food and members paid their regular 
luncheon fee, the bank taking care of 
such extras as flowers and cigars. 
Souvenir ash trays in the form of a 
miniature replica of the bank building 
were distributed to all guests and a pri- 
vate inspection of the five floors of the 
building devoted to bank operation was 
undertaken. During this pre-opening 
period, of course, the stockholders, staff, 
city and county officials and newspaper 
men were invited to a private inspection 
of the new quarters. 


ACQUAINTANCESHIP CAPITALIZED 


Meanwhile, enclosures urging deposi- 
tors to bring friends to the opening were 














A difficult installation thro a window 


24 Hour Deposit Service 
through medium of Burglar Proof 


Rotary Receiving 


Entrance 
and Circular Door Burglar Proof- 
Receiving Chest on Inside of Building 


Accept No Substitutes 
Manufactured and Installed by 


The Bank Vault Inspection Co. 
Samuel P. Yeo, President 
1824 Ludlow St., Philadelphia 
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being inserted in the commercial account 
statements and in interest account pass- 
books, and invitations were being ad- 
dressed to all who were customers of the 
bank. The invitation was in the form of 
a three-fold announcement, containing 
friendly copy with illustrations of the 
doorway, interior and exterior of the 
building. The third fold was a post card 
with space for names and addresses under 
the following copy: “I would like to have 
the following friends of mine attend 
Open House on December Third, and 
wish you would send each one an invita- 
tion. I shall also make it a point to 
invite them personally.” 

Quite a few of these cards were re- 
turned with names. In fact, more were 
returned than were expected, although 
the card was attached merely to suggest 
again that the bank would appreciate 
having its customers use their influence 
in behalf of the institution. 

The directors, officers and employes 
of the bank were also asked to make lists 
of friends and relatives whom they want- 
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ed to have attend the opening. Almost 
100 per cent. co-operation was obtained, 
and more than 3500 letters were person: 
ally signed by the respective hosts, each 
with an invitation folder enclosed. The 
letter, which gave a friendly welcome 
and an offer to personally conduct 
friends through the various departments 
of the bank, was multigraphed and filled 
in on the bank’s stationery. The title 
of the signer, as for example, director 
or vice-president, was affixed whenever 
appropriate. 


OPENING DAY 


The week of the opening, two full 
page advertisements appeared in both the 
local papers, and the one appearing on 
the evening and morning of the day of 
public inspection featured a large cut of 
the building. At 2 o'clock in the after’ 
noon the doors of the bank were opened 
to a large waiting crowd. From then 
until 10 o'clock in the evening more 
than 15,000 people filled the main bank: 
ing floor, safe deposit vaults and upper 
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work rooms. Souvenir booklets contain- 
ing an interesting historical sketch of 
Utica, tying in with the early history of 
the bank, were distributed. 

No particular effort was made to at- 
tract new accounts. Anyone who indi- 
cated a desire to open an account found 
it easy to do so, however, as tellers were 
held in reserve for emergency. A spe- 
cial effort was made, nevertheless, to ad- 
vertise the Christmas Club, a service the 
First Bank had never before offered to 
its depositors. In planning the work of 
this new department, a Christmas Club 
book with an attractive Christmas cover 
design was adopted. 

Directors, officers and employes in the 
bank wore white silk ribbons, bearing 
the legend, “First Bank and Trust Com- 
pany,” and in the evening practically the 
entire staff was present to meet friends 
and help make visitors feel at home. The 
orchestra played light classics, flowers 
were distributed to the visiting women 
and the office building was lighted from 
top to basement during the evening. 

Considerable publicity had centered 


about the safe deposit vaults. Newspaper 
stories, including a picture of the mayor 
of the city and one of the vice-presidents 
inspecting the twenty-ton doors, had ap- 
peared and a great many visitors were 
anxious to see the modern equipment. 
To each one as he passed through the 
entrance grill, a reservation card was 
given. Without over-emphasis, the visi- 
tor was thus informed that he was wel- 
come as a customer in that department. 

Following the opening, all advertis- 
ing was concentrated on the promotion 
of the Christmas Club. It was felt that 
the bank should make the most of the 
Christmas Club season in order to bring 
in new depositors who would visit the 
bank often to make club payments and 
thus give it the opportunity to sell them 
other services. The bank has felt jus- 
tified in this effort, for although the 
Christmas Club of itself cannot be said 
to be profitable, the club tellers now 
greet many new faces among old cus- 
tomers, and in time many of them will 
open interest accounts and rent safe de- 
posit boxes. 
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STRESSING THE VALUE OF TRUSTEESHIP 
TO THE BENEFICIARY 


By THEODORE TEFFT WELDON 


This article is one of a series touching on various phases of selling trust company 
services. In this instalment Mr. Weldon points out the importance of convincing not only 
the testator but the beneficiary of the value of trusteeship. 


living trusts, fiduciary service is 

rarely sold to the person who is 
going to benefit. Furthermore, the ad- 
vantages of naming an executor-trustee 
will not accrue during the lifetime 2f 
the buyer and he will never have the 
opportunity to witness them or measure 
them. Yet he is the one to whom the 
trust company must tell its story of these 
benefits. 

The urge which causes men to make 
wills and to see that they are carefully 
carried out is very different from the 
usual desires which lead them to do 
things for their own present or future 
enjoyment and welfare. It is ordinarily 
a deep seated sense of responsibility to- 
ward some one else. Yet it does not 
always imply unselfishness. In fact the 
inspiration may be both selfish and vin- 
dictive. Or it may be an egotistical 
motive to make a man’s plans live on to 
fruition far beyond the span of his own 
life. But usually it is a finer thing—a 
prompting to look into the future and 
provide lasting support and comfort for 
those nearest and dearest to him. 

Whatever a man does in his will, it is 
certain that the effect and the results 
will not fall upon himself. Yet in ad- 
vertising and selling trust service, the 
appeal is directed toward the head of 
the house, the testator, and not toward 
those for whom the trust company will 
do its work. This is of course logical, 
as he is the one who owns the estate and 
his is the last word in deciding its dis- 
position. Yet it is well to remember in 
both advertising and selling, that the 
opinion of his family may have an effect 
upon his decision. In most cases those 
to whom he will leave the benefits of his 
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ising in the case of agency and 


wealth are his wife and children—those 
whom he loves most in all the world, 
He may be swayed to act against his best 
judgment in indulging them and in pur 
suing a course more to their liking if 
they are not sold on the sound sugges- 
tions which a trust company makes to 
him. 

Fortunately, in portraying to a man the 
value of trust service, the theme is com 
ing more and more to bear upon the ben- 
efit such service will render his heirs. Yet 
the arguments which will convince the 
testator may carry little force with his 
dependents, less used to the complexity 
and pitfalls of handling capital. Unless 
this probability is taken into consideration 
the trust company may find itself doing 
very powerful advertising and thorough 
ly selling its prospects, but getting much 
less business than it should because the 
beneficiaries are pulling against it. 

There are wives, sons, daughters who 
believe themselves to be entirely incap- 
able of the competent administration and 
management of an estate. But the great 
majority feel perfectly confident of their 
ability to handle property and, in fact, 
long for the opportunity. The less ex: 
perience they have had with capital the 
more cock-sure they are likely to be that 
they possess the wizardry to make two 
dollars grow where there was but one 
before. Men who have accumulated 
wealth know this, and the trust advertis 
ing of the country keeps the fact, clothed 
in many garbs, ever before them, and 
contributes a vital force for action on the 
part of testators. But it is doubtful if 
it weighs so heavily with the wife, the 
son, the daughter. 

If you will ask a dozen women or 2 
dozen young men whether, if given the 
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“Ohe National Bank of Commerce is the Bank- 
ers’ Bank, centrally located in the United States, 
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choice, they would prefer a large sum of 
money outright, or a liberal and assured 
income, you will get a unanimous 
answer in favor of outright possession. 
Then if you will reason with them a 
few minutes and choose your arguments 
carefully, a goodly number of them will 
revise their first choice. 


APPEAL TO BOTH TESTATOR AND 
DEPENDANTS 


It would seem neither wise nor neces- 
sary to address trust advertising and sales 
effort to the beneficiaries rather than to 
the testator, but it certainly reduces sales 
resistance to keep the heirs in mind and 
to frame the argument so its most appeal- 
ing side from their standpoint will have 
the utmost emphasis. By so doing, the 
Prospect sees a human side to trusteeship 
in addition to its cold financial sound- 
ness. If he communicates his pians to 
his family, you put the words in his 
mouth to convince them of the benefits 
they will receive. If they read the ad- 


vertising themselves, the sale has moved 
forward a step. 

Some of the points noted in recent 
trust advertising and selling which seem 
to appeal to both a man and his depend- 
ents with equal force are as follows: 

Burdensome, unpleasant and confining 
attention to detail as well as much hard 
work is inevitable if property is to be 
safely managed and made to return an 
adequate income. ODelegating these 
duties under a trust agreement will leave 
the beneficiaries the opportunity to carry 
on their activities uninterrupted after 
the testator’s death. It will give them 
the leisure to enjoy their wealth and 
remove from their shoulders its care and 
worry. 

The death of the head of a household 
may make it necessary for the family to 
entirely re-adjust itself, and to re-define 
the duties and responsibilities of each 
member. If a competent trustee is ap- 
pointed, the transition is less abrupt and 
appalling, and the survivors are spared 
to a large extent the confusion and dif- 
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ficulties which come with the assumption 
of an entirely new set of circumstances. 

A wife can be assured an adequate 
income to carry on her home, rear her 
children, maintain her domestic and so- 
cial equilibrium without the distraction, 
worry and effort which come with the 
management of a large sum of money. 
She may be spared in the declining years 
of life the necessity of having to turn 
from her woman's work within her home 
to learn the intricacies of business and 
finance which have always frightened 
her and for which she is not fitted by 
training, environment or inclination. She 
may be shielded from the importunities 
of her children for financial indulgence 
in which her heart might be tempted to 
yield to her head. She may find very 
welcome relief from the meddling or the 
well meant advice of relatives and friends 
which so often results in the loss of both 
the friend and the property. 

A daughter can be protected under a 
trust agreement so that she will always 
be shielded from financial want and 


worry, and at the same time receive the 


fullest benefit of her inheritance. Pro- 
vision may be made for her education, 
her debut, her marriage, her home, her 
children and any emergency or unfore- 
seen circumstance of the future. An un- 
fortunate marriage, a husband’s improvi- 
dence, investment mistakes or business 
misfortunes cannot rob her of her 
father’s thoughtful foresight for her 
greatest continued and ultimate comfort. 

A son can be given as much latitude as 
his character and ability warrant. Surely 
he will not wish to hazard his whole 
patrimony in one venture. By arranging 
that it come to him in two or three instal- 
ments at different ages, he is placed in 
the strongest position to achieve success. 
If he loses the first or even the second, 
he may have gained the priceless experi- 
ence which will enable him to work 
wisely and go far with the remainder. 

A trust arrangement may be worked 
out so that the beneficiaries may have a 
wide latitude in drawing funds from the 
trustee, so that no matter what is needed 


or when it is needed, the situation is met 
to their enire satisfaction and with prac- 
tically no effort at all on their part. In- 
heritances may be left so they will not be 
subject to attachment for the debts of 
the heirs, and cannot be jeopardized by 
assignment. And at all times a thor- 
oughly competent, eminently reliable 
body of men, kindly, sympathetic, ex- 
perienced in dealing with the human 
side of life as well as its commercial side, 
stands ready and anxious to counsel and 
advise with the beneficiaries, listen to 
their troubles, help them out of their dif- 
ficulties of whatever nature, and to make 
a sincere and friendly effort to do what 
they can to take the father’s place. 

It is undoubtedly true that when a 
man of strong convictions makes up his 
mind what he is going to do with his 
estate, when he has carefully weighed 
the merits of leaving it in trust or of 
leaving it to his heirs outright, when he 
has discussed it with his attorney and 
with the trust company, he may neither 
ask nor heed the opinions or desires of 
his heirs on the subject. He will go 
ahead and do what he believes to be best 
for them regardless of their liking for 
his decision. 

But first, the clamor of his dependents 
may keep him from showing enough in: 
terest in trusteeship to fully inform him 
self. Then he may be in a wavering 
frame of mind in which the inclination 
of his heirs might tip the balance 

Most well conceived trust advertising 
aims to cover this point—the apprecia’ 
tion of the value of trust service by the 
beneficiaries—in the sweep of its cam 
paign. But there is much of it which 
does not. The next time you, the trust 
officer, feel that you have completely 
sold a prospect on appointing your 1 
stitution in his will—your advertising 
has stimulated his inquiry, your follow 
up has resulted in a conference, the con 
ference has culminated in his expressed 
intention—and you hear from him no 
more, ask yourself if you have forgotten 
to stress the value of the arrangement 9 
his beneficiaries can see an advantage t0 
themselves. 
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THE CASH DISCOUNT-IS IT A PREMIUM 
OR A PENALTY? 


By ALBERT F. CHAPIN 


; Mr. Chapin is assistant professor of finance, New York University. In his article he 
points out that the cash discount is not a part of the seller's profit which is transferred to the 
buyer, it is a penalty for the buyer. The article is reprinted with permission of Printers’ Ink. 


a perennial subject for discussion 

and the future seems to hold no 
abatement of the business man’s interest 
in it. The cash discount will be found 
to be held among business men as both 
a pest and a benefit; but those who re- 
gard it as a pest have never concertedly 
attacked it with a view to becoming its 
master. It needs to be seized by the 
scruff of the neck and throttled until it 
is brought under complete control. Be- 
fore its compete control can be effected 
it must be better understood by business. 
The object of this article is merely to 
present an unusual phase of the cash dis- 
count. 

It is a well-known fact that only when 
goods are well bought can they be well 
sold. Quite as much attention is due the 
cost of merchandise as to its selling price, 
for the difference between the two meas- 
ures the profit; and a cent off the price 
when buying is just as effective and more 
to be desired than a cent added to the 
price when selling. Resorting to unusual 
methods to force the price below the 
market when buying is not a practice 
always to be commended, and the at- 
tempt to sell above the market may be 
abortive; but that the buyer in far too 
large a number of cases does not take 
advantage of the seller’s best price, the 
books of the manufacturer and whole- 
saler will amply testify. 

The buyer, in the majority of cases, 
has two or more options as to price and 
time of payment. The real price of the 
merchandise may be obscured by the 
manner of quoting. The buyer is accus- 


Te so-called cash discount has been 


tomed to think of merchandise as at a. 


certain price, to be paid, not at once, but 
at « definite time in the future. If the 
buycr is financially in a position to exer- 
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cise the option of earlier payment at the 
lesser price, he is accustomed to regard 
the sum saved as a financing profit, while 
if he neglects or is unable to exercise 
the earlier option, his thought is that he 
is obliged to forego this additional profit. 
The important point in his mind is that 
the sum represented by the cash discount 
is a premium which, when obtained, be- 
comes additional profit, that it is a part 
of the seller’s profit which is tranferred 
to him, the buyer. Although this is the 
common viewpoint, nevertheless it is a 
deluded one. 

To take a specific illustration, certain 
merchandise is quoted to the buyer at 
$1000, terms 2/10 net 30, which means, 
when reduced to the two options con- 
tained in the terms, that the merchandise 
is priced: 

$980—cash within 10 days. 
$1000—cash in 30 days. 


Here is a camouflage of price effected 
by the terms quoted. The common view 
is that, in the illustration used, the price 
of the merchandise is $1000 and the dif- 
ference between the two prices, or $20, 
is the amount the seller is willing to 
sacrifice in order to get immediate use of 
his money. This is but another way of 
saying that the difference in the two 
quotations is the price put upon time by 
the seller and which he calls cash dis- 
count. 

Obviously, both prices do not cover 
solely the merchandise, and just as ob- 
viously the difference between them does 
not represent solely the value of the time 
involved. The true price seems to be the 
cash price, and this assumption is sub- 
stantiated by an analysis of the difference 
of $20 between the two quotations. The 
buyer, having accepted the quotation 
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and having arrived at the tenth day after 
the purchase is confronted with two al- 
ternatives: To pay the price of the mer- 
chandise, $980, or to use the $980 in his 
own business for an additional twenty 
days at a cost of $20, or at the rate of 
37% per cent. 

Granted the worth of money is 6 per 
cent. per annum, the buyer it would 
seem, is penalized 31% per cent. for the 
privilege of being financed by his vendor. 
As a matter of fact, the vendor makes no 
such inordinate profit. He would prefer 
to forego the last $20, if by so doing his 
customer would be persuaded to buy for 
cash. 

The so-called cash discount marks the 
division of buyers into two distinct 
classes, the credit of the one being su- 
perior, and that of the other being in- 
ferior. It is the buyer who aligns him- 
self with the inferior credit class who 
fails to buy at the lowest price. He pays 
a high price for the use of money in the 
case cited—at the rate of $1 per day, 
$365 per year, for the use of $980—un- 
less he lessens the cost by arbitrarily 
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taking additional time over the thirty 
days from the vendor. The knowledge 
that this will be attempted by many 
among this inferior credit class and that 
it must be combated, is a factor in fixing 
the seemingly exorbitant financing 
charge. In other words, this class of 
buyers must pay the cost of collecting 
from itself. The buyer must also aid in 
subsidizing the seller to compensate him 
for losses occasioned through misjudging 
credit resulting in bad debts. He pays the 
cost of financing based, not upon the 
worth of money plus his individual credit 
risk, but upon the risk of the entire class 
in which he has aligned himself. He 
pays the worth of the money (6 per cent 
per annum), his share of the cost of col- 
lection, and his share of the losses by 
bad debts of all in his class. 

How, after all, is the case cited unlike 
the options disclosed by our more or less 
newly found friend, the time payment 
plan? The difference in the quotation 
of the automobile, which is used for il’ 
lustration, and merchandise generally, is 
merely that of form. In each case there 
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is a cash price (the true price) and a 
financing cost, which in theory will vary 
according to the hazard existing in the 
class to whom sold. 

Let the buyer not deceive himself that 
he is getting a premium or a part of the 
seller’s profit when he buys for cash. On 
the contrary, when he fails to buy for 
cash he is requiring his vendor to finance 
him, and, because he has placed himself 
in a credit class whose risk is inferior, 
the cost of financing is high. He virtually 
suffers a penalty imposed because of the 
inferior credit of the class to which he 
belongs. Nor is it fair of him to attempt 
to evade this penalty by the deduction 
of this charge after he has had the benefit 
of the financing. It is a cost to the seller 
for which he has a right to remuneration, 
and he can in justice to himself, do no 
less than insist upon that remuneration. 


RESOURCES MORE THAN 
$25,000,000 


A CONDENSED statement covering the fis 


of New York 


Equitable Bldg. 


cal year ended November 30, 1926, just 
made public by International Securities 
Trust of America, the largest American 
investment trust, shows resources of 
$25,475,909. 

The trust reports that gross income 
on the average capital funds of the trust 
during the year was at the annual rate 
of more than 14 per cent. It is further 
stated that bond interest was earned 
more than five times during the year 
ended November 30, 1926, and that pre- 
ferred share dividends were earned more 
than four and a half times during the 
same period. Earnings on common 
shares, before reserves, were more than 
four and a half times the dividends paid 
on the Class A common, and, after re- 
serves, more than three times. The cur- 
rent dividends on the Class A common 
shares are at the annual rate of $1.80. 

The trust was organized under the 
laws of Massachusetts on April 18, 1921. 
Its resources on March 1, 1926, were 
$10,342,300. 
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THE TEXT OF THE MCFADDEN LAW 


NDER the new title, “To Further 

Amend the National Banking 

Laws and the Federal Reserve 
Act and for Other Purposes,” the new 
McFadden law, in full, follows: 


Be it enacted by the Senate and House of 
Representatives of the United States of 
America in Congress assembled, That the act 
entitled “An Act to provide for the con- 
solidation of national banking associations,” 
approved November 7, 1918, be amended by 
adding at the end thereof a new section to 
read as follows: 

“Sec. 1. That any bank incorporated under 
the laws of any state, or any bank incorporated 
in the District of Columbia, may 'e consoli- 
dated with a national banking association lo- 
cated in the same county, city, town, or vil- 
lage under the charter of such national bank- 
ing association on such terms and conditions 
as may be lawfully agreed upon by a ma- 
jority of the board of directors of each asso- 
ciation or bank proposing to consolidate and 
which agreement shall be ratified and con- 
firmed by the affirmative vote of the share- 
holders of each such association or bank own- 
ing at least two-thirds of its capital stock 
outstanding, or by a greater proportion of 
such capital stock in the case of such state 
bank if the laws of the state where the same 
is organized so require, at a meeting to be 
held on the call of the directors after pub- 
lishing notice of the time, place, and object 
of the meeting for four consecutive weeks in 
some newspaper of general circulation pub- 
lished in the place where the said association 
or bank is situated, and in the legal news- 
paper for the publication of legal notices or 
advertisements, if any such paper has been 
designated by the rules of a court in the 
county where such association or bank is sit- 
uated, and if no newspaper is published in 
the place, then in a paper of general circula- 
tion published nearest thereto, unless such 
notice of meeting is waived in writing by all 
stockholders of any such association or bank, 
and after sending such notice to each share- 
holder of record by registered mail at least 
ten days prior to said meeting, but any addi- 
sional notice shall be given to the shareholders 
of such state bank which may be required by 
the laws of the state where the same is organ- 
ized. The capital stock of euch consolidated 
association shall not be less than that required 
under existing law for the organization of a 
national banking association in the place in 
which such consolidated association is located: 
and all the rights, franchises, and interests of 
such state or district bank so consolidated with 
a national banking association in and to every 
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species of property, real, personal, and mixed, 
and chooses in action thereto belonging, shall 
be deemed to be transferred to and vested in 
such national banking association into which 
it is consolidated without any deed or other 
transfer, and the said consolidated national 
banking association shall hold and enjoy the 
same and all rights of property, franchises, 
and interests including the right of succession 
as trustee, executor, or in any other fiduciary 
capacity in the same manner and to the same 
extent as was held and enjoyed by such state 
or district bank so consolidated with such 
national banking association. When such 
consolidation shall have been effected and ap- 
proved by the comptroller any shareholder of 
either the association or of the state or district 
bank so consolidated, who has not voted for 
such consolidation, may give notice to the 
directors of the consolidated association within 
twenty days from the date of the certificate 
of approval of the comptroller that he dis- 
sents from the plan of consolidation as adopt- 
ed and approved, whereupon he shall be en- 
titled to receive the value of the shares so 
held by him, to be ascertained by an ap- 
praisal made by a committee of three persons, 
one to be selected by the shareholder, one by 
the directors of the consolidated association, 
and the third by the two so chosen; and in 
case the value so fixed shall not be satisfac- 
tory to such shareholder he may within five 
days after being notified of the appraisal ap- 
peal to the Comptroller of the Currency, who 
shall cause a reappraisal to be made, which 
shall be final and binding; and the consoli- 
dated association shall pay the expenses of 
reappraisal and the value as ascertained by 
such appraisal or reappraisal shall be deemed 
to be a debt due and shall be forthwith paid 
to said shareholder by said consolidated asso- 
ciation. and the shares so paid for shall be 
surrendered and, after due notice, sold at 
public auction within thirty days after the 
final appraisement provided for in this act: 
and if the shares so sold at public auction 
shall be sold at a price greater than the final 
appraised value, the excess in such sale price 
shall be paid to the said shareholder; and the 
consolidated association shall have the right 
to purchase such shares at public auction, if 
it is the highest bidder therefor, for the pur’ 
pose of reselling such shares within thirty 
days thereafter to such person or persons and 
at such price as its board of directors by 
resolution may determine. The liquidation of 
such shares of stock in any state bank shall 
be determined in the manner prescribed by 
the law of the state in such cases if such 
provision is made in the state law, other- 
wise as hereinbefore provided. No such con 
solidation shall be in contravention of the law 








THE BANKERS MAGAZINE 





of the state under which such bank is in- 
corporated. 

“The words ‘state bank’ ‘state banks’ ‘bank 
or ‘banks ‘as used in this section shall be held 
to include trust companies, savings banks or 
other such corporations or institutions carry- 
ing on the banking business under the au- 
thority of state laws.” 


INDETERMINATE BANK CHARTERS 


Sec. 2. (a) That section 5136 of the Re- 
vised Statutes of the United States, subsec- 
tion ‘second’ thereof as amended be amended 
to read as follows: 

“Second. To have succession from the 
date of the approval of this act, or from the 
date of its organization if organized after such 
date of approval until such time as it be dis- 
solved by the act of its shareholders owning 
two-thirds of its stock, or until its franchise 
becomes forfeited by reason of violation of 
law, or until terminated by either a general 
or a special act of Congress or until its af- 
fairs be placed in the hands of a receiver and 
finally wound up by him.” 


SELLING INVESTMENT SECURITIES 


(b) That section 5136 of the Revised 
Statutes of the United States, subsection 
“seventh” thereof, be further amended by 
adding at the end of the first paragraph 
thereof the following: 

“Provided, That the business of buying 
and selling investment securities shall here- 
after be limited to buying and selling with- 
out recourse marketable obligations evidencing 
indebtedness of any person, copartnership, as- 
sociation, or corporation, in the form of 
bonds, notes and/or debentures, commonly 
known as investment securities, under such 
further definition of the term ‘investment se- 
curities’ as may by regulation be prescribed 
by the Comptroller of the Currency, and the 
total amount of such investment securities of 
any one obligor or maker held by such asso- 
ciation shall at no time exceed 25 pcr centum 
of the amount of the capital stock of such 
association actually paid in and unimpaired 
and 25 per centum of its unimpaired surplus 
fund, but this limitation as to total amount 
shall not apply to obligations of the United 
States, or general obligations of any state 
or of any political subdivision thereof, or ob- 
ligation issued under authority of the Federal 
Farm Loan act: And provided further, That 
in carrying on the business commonly known 
as the safe-deposit business no such associa- 
tion shall invest in the capital stock of a cor- 
Poration organized under the law cf any state 
to conduct a safe-deposit business in an 
amount in excess of 15 per centum of the 
capital stock of such association actually paid 
in and unimpaired and 15 per centum of its 
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unimpaired surplus,” so that the subsection as 
amended shall read as follows: 


“Seventh. To exercise by its board of di- 
rectors, or duly authorized officers or agents, 
subject to law, all such incidental powers as 
shall be necessary to carry on the business of 
banking; by discounting and negotiating 
promissory notes, drafts, bills of exchange, 
and other evidences of debt; by receiving de- 
posits; by buying and selling exchange, coin, 
and bullion; by loaning money on personal 
security; and by obtaining, issuing, and cir- 
culating notes according to the provisions of 
this title: Provided, That the business of buy- 
ing and selling investment securities shall here- 
after be limited to buying and selling without 
recourse marketable obligations evidencing 
indebtedness of any person, copartnership, as- 
sociation, or corporation, in the form of bonds, 
notes and/or debentures, commonly known 
as investment securities, under such further 
definition of the term ‘investment securities’ 
as may by regulation be prescribed by the 
Comptroller of the Currency, and the total 
amount of such investment securities of any 
one obligor or maker held by such association 
shall at no time exceed 25 per centum of the 
amount of the capital stock of such associa- 
tion actually paid in and unimpaired and 25 
per centum of its unimpaired surplus fund, 
but this limitation as to total amount shall 
not apply to obligations of the United States, 
or general obligations of any state or of any 
political subdivision thereof, or obligations is- 
sued under authority of the Federal Farm 
Loan act: And provided further, That in 
carrying on the business commonly known as 
the safe deposit business no such association 
shall invest in the capital stock of a corpora- 
tion organized under the law of any state to 
conduct a safe deposit business in an amount 
in excess of 15 per centum of the capital 
stock of such association actually paid in and 
unimpaired and 15 per centum of its unim- 
paired surplus. 

“But no association shall transact any busi- 
ness except such as is incidental and neces- 
sarily preliminary to its organization, until it 
has been authorized by the Comptroller of 
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the Currency to commence the business of 
banking.” 


SITE FOR NEW BUILDING 


Sec. 3. That section 5137 of the Revised 
Statutes of the United States, subsection 
“First” thereof, be amended to read as fol- 
lows: 

“First, Such as shall be necessary for its ac- 
commodation in the transaction of its busi- 


” 


ness. 
CAPITAL OF OUTLYING BANKS 


Src. 4. That section 5138 of the Revised 
Statutes of the United States, as amended, be 
amended to read as follows: 

“Sec. 5138. No national banking associa- 
tion shall be organized with a less capital 
than $100,000, except that such associations 
with a capital of not less than $50,000 may, 
with the approval of the Secretary of the 
Treasury, be organized in any place the popu- 
lation of which does not exceed six thousand 
inhabitants, and except that such associations 
with a capital of not less than $25,000 may, 
with the sanction of the Secretary of the 
Treasury, be organized in any place the popu: 
lation of which does not exceed three thou- 
sand inhabitants. No such association shall 
be organized in a city the population of which 
exceeds fifty thousand persons with a capital 
of less than $200,000, except that in the out 
lying districts of such a city where the state 
laws permit the organization of state banks 
with a capital of $100,000 or less. national 
banking associations now organized or here 
after organized may, with the approval of the 
Comptroller of the Currency, have 2 capital 
of not less than $100,000.” 


AUTHORIZING STOCK DIVIDENDS 


Src. 5. That section 5142 of the Revised 
Statutes of the United States, as amended, 
be amended to read as follows: ; 

“Src. 5142. Any national banking asso’ 
ciation may, with the approval of the Comp’ 
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troller of the Currency, and by a vote of 
shareholders owning two-thirds of the stock 
of such associations, increase its capital stock 
to any sum approved by the said comptroller, 
but no increase in capital shall be valid until 
the whole amount of such increase is paid in 
and notice thereof, duly acknowledged be- 
fore a notary public by the president, vice- 
president, or cashier of said association, has 
been transmitted to the Comptroller of the 
Currency and his certificate obtained specify- 
ing the amount of such increase in capital 
stock and his approval thereof, and that it 
has been duly paid in as part of the capital of 
such association: Provided, however, That a 
national banking association may, with the 
approval of the Comptroller of the Currency, 
and by the vote of shareholders owning two- 
thirds of the stock of such association, in- 
crease its capital stock by the declaration of 
a stock dividend, provided that the surplus 
of said association, after the approval of the 
increase, shall be at least equal to 20 per cen- 
tum of the capital stock as increased. Such 
increase shall not be effective until a cer- 
tificate certifying to such declaration of divi- 
dend, signed by the president, vice-president, 
or cashier of said association and duly ac- 
knowledged before a notary public, shall have 
been forwarded to the Comptroller of the 
Curre: cy and his certificate obtained specify- 
ing the amount of such increase of capital 


stock by stock dividend, and his approval 
thereof.” 


CHAIRMAN OF BOARD 


Src. 6. That section 5150 of the Re- 
vised Statutes of the United States be amend- 
ed to read as follows: 

“Sec. 5150. The president of the bank 
shall be a member of the board and shall be 
the chairman thereof, but the board may 
designate a director in lieu of the president to 
be chairman of the board, who shaii perform 
such duties as may be designated by the 
board.” 


BRANCH BANKING PROVISIONS 


Sec. 7. That section 5155 of the Revised 
Statutes of the United States be amended to 
read as follows: 

“Sec. 5155. The conditions upon which 
a national banking assocation may retain or 
establish and operate a branch or branches 
are the following: 

“(a) A national banking association may 
retain and operate such branch or branches as 
it may have in lawful operation at the date 
of the approval of this act and any national 
banking association which has continuously 
maintained and operated not more than one 
branch for a period of more than twenty-five 
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years immediately preceding the approval of 
this act may continue to maintain and oper- 
ate such branch. 

“(b) If a state bank is hereafter converted 
into or consolidated with a national banking 
association, or if two or more national bank- 
ing associations are consolidated, such con- 
verted or consolidated association may, with 
respect to any of such banks, retain and 
operate any of their branches which may have 
been in lawful operation by any bank at the 
date of the approval of the act. 

“(c) A national banking association may, 
after the date of the approval of this act, 
establish and operate new branches within 
the limits of the city, town, or village in 
which said association is situated if such es- 


tablishment and operation are at the time per- 
mitted to state banks by the law of the state 
in question. 

“(d) No branch shall be established after 
the date of the approval of this act within 
the limits of any city, town, or village of 
which the population by the last decennial 


census was less than 25,000. No more than 
one such branch may be thus established where 
the population, so determined, of such mu- 
nicipal unit does not exceed 40,000; and 
not more than two such branches where the 
population does not exceed 100,000. In any 
such municipal unit where the population ex- 
ceeds 100,000 the determination of the num- 
ber of branches shall be within the discretion 
of the Comptroller of the Currency. 

“(e) No branch of any national banking 
association shall be established or moved from 
one location to another without first obtaining 
the consent and approval of the Comptroller 
of the Currency. 

“(f) The term ‘branch’ as used in this 
section shall be held to include any branch 
bank, branch office, branch agency, additional 
office, or any branch place of business lo- 
cated in any state or territory of the United 
States or in the District of Columbia at which 
deposits are received, or checks paid, or money 
lent. 

“(g) This section shall not be construed 
to amend or repeal section 25 of the Federal 
Reserve act, as amended, authorizing the es- 
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tablishment by national banking associations 
of branches in foreign countries, or depend- 
encies, or insular possessions of the United 
States. 

“(h) The words ‘state bank,’ ‘state 
banks,” ‘bank,’ or ‘banks’ as used in this sec 
tion shall be held to include trust companies, 
savings banks, or other such corporations or 
institutions carrying on the banking business 
under the authority of state laws.” 

Sec. 8. That section 5190 of the Revised 
Statutes of the United States be amended to 
read as follows: 

“Sec. 5190. The general business of each 
national banking association shall be trans- 
acted in the place specified in its organization 
certificate and in the branch or branches, if 
any, established or maintained by it in ac 
cordance with the provisions of section 5155 
of the Revised Statutes, as amended by this 
act. 


MUST GIVE UP BRANCHES 


Src. 9. That the first paragraph of section 
9 of the Federal Reserve act, as amended, be 
amended so as to read as follows: 

“Sec. 9. Any bank incorporated by special 
law of any state, or organized under the gen’ 
eral laws of any state or of the United States, 
desiring to become a member of the Federal 
reserve system, may make application to the 
Federal Reserve Board, under such rules and 
regulations as it may prescribe, for the right 
to subscribe to the stock of the Federal reserve 
bank organized within the district in which 
the applving bank is located. Such applica: 
tion shall be for the same amount of stock 
that the applying bank would be required to 
subscribe to as a national bank. The Federal 
Reserve Board, subject to the provisions o! 
this act and to such conditions as it may 
prescribe pursuant thereto may permit e 
applying bank to become a stockholder 0! 
such Federal reserve bank. 

“Any such state bank which, at the date 
of the approval of this act, has established and 
is operating a branch or branches in conlorm’ 
ity with the state law, may retain and operate 
the same while remaining or upon becoming 
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a stockholder of such Federal reserve bank; 
but no such state bank may retain or acquire 
stock in a Federal reserve bank except upon 
relinquishment of any branch or branches es- 
tablished after the date of the approval of 
this act beyond the limits of the city, town 
or village in which the parent bank is sit- 
uated.” 












REVISED SECTION 45200 





Sec. 10. That section 5200 of the Revised 
Statutes of the United States, as amended, 
be amended to read as follows: 

“Sec. 5200. The total obligations to any 
national banking association of any person, 
copartnership, association, or corporation 
shall at no time exceed 10 per centum of the 
amount of the capital stock of such associa- 
tion actually paid in and unimpaired and 10; 
per centum of its unimpaired surplus fund.’ 
The term ‘obligations’ shall mean the direct 
liability of the maker or acceptor of paper 
discounted with or sold to such association 
and the liability of the indorser, drawer, or 
guarantor who obtains a loan from or dis- 
counts paper with or sells paper under his 
guaranty to such association and shall include 
in the case of obligations of a copartnership 
or association the obligations of the several 
members thereof. Such limitation of 10 per 
centum shall be subject to the following ex- 
ceptions: 

“(1) Obligations in the form of drafts or 
bills of exchange drawn in good faith against 
actually existing values shall not be subject 
under this section to any limitation based upon 
such capital and surplus. 

“(2) Obligations arising out of the dis- 
count of commercial or business paper actual- 
ly owned by the person, copartnership, asso-| 
ciation, or corporation negotiating the same, 
shall not be subject under this section to any 
limitation based upon such capital and sur-' 
plus. 
“(3) Obligations drawn in good faith’ 
against actually existing values and secured 
by goods or commodities in process of ship- 
ment shall not be subject under this section 
to any limitation based upon such capital 
and surplus. 

“(4) Obligations as indorser or guarantor 
of notes, other than commercial or business 
paper excepted under (2) hereof, having a 
maturity of not more than six months, and 
owned by the person, corporation, association, 
or copartnership indorsing and negotiating 
the same, shall be subject under this section 
to a limitation of 15 per centum of such cap- 
ital and surplus in addition to such 10 per 
centum of such capital and surplus. 

“(5) Obligations in the form of banker's 
acceptances of other banks of the kind de- 
scribed in section 13 of the Federal Reserve 
act shall not be subject under this section to 
any limitation based upon such capital and 
surplus 
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(6) Obligations of any person, copartner- 
ship, association or corporation, in the form 
of notes or drafts secured by shipping docu- 
ments, warehouse receipts or other such docu- 
ments transferring or securing title covering 
readily marketable nonperishable staples when 
such property is fully covered by insurance, 
if it is customary to insure such staples, shall 
be subject under this section to a limitation 
of 15 per centum of such capital and surplus 
in addition to such 10 per centum of such 
capital and surplus when the market value 
of such staples securing such obligation is 
not at any time less than 115 per centum of 
the face amount of such obligation, and to 
an additional increase of limitation of 5 per 
centum of such capital and surplus in addi- 


tion to such 25 per centum of such capital 


and surplus when the market value of 
such staples securing such obligation is 
not at any time less than 120 per centum 
of the face amount of such additional obli- 
gation, and to a further additional increase 
of limitation of 5 per centum of such capital 
and surplus in addition to such 30 per cen- 
tum of such capital and surplus when the 
market value of such staples securing such 
additional obligation is not at any time less 
than 125 per centum of the face amount of 
such additional obligation, and to a further 
additional increase of limitation of 5 per cen- 
tum of such capital and surplus in addition to 
such 35 per centum of such capital and sur- 
plus when the market value of such staples 
securing such additional obligation is not at 
any time less than 130 per centum of the face 
amount of such additional obligation, and to 
a further additional increase of limitation of 
5 per centum of such capital and surplus in 
addition to such 40 per centum of such capi- 
tal and surplus when the market value of such 
staples securing such additional obligation is 
not at any time less than 135 per centum of 
the face amount of such additional obligation, 
and to a further additional increase of limita- 
tion of 5 per centum of such capital and 
surplus in addition to such 45 per centum 
of such capital and surplus when the market 
value of such staples securing such additional 
obligation is not at any time less than 140 
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per centum of the face amount of such ad- 
ditional obligation, but this exception shall 
not apply to obligations of any one person, 
copartnership, association or corporation, aris 
ing from the same transactions and/or se 
cured upon the identical staples for more than 
ten months. 

“('7) Obligations of any person, copartner: 
ship, association, or corporation in the form 
of notes or drafts secured by shipping docu- 
ments or instruments transferring or securing 
title covering livestock or giving a lien on 
livestock when the market value of the live: 
stock securing the obligation is not at any 
time less than 115 per centum of the face 
amount of the notes covered by such docu’ 
ments shall be subject under this section to a 
limitation of 15 per centum of such capital 
and surplus in addition to such 10 per cen’ 
tum of such capital and surpius. 

“(8) Obligations of any person, copartner’ 
ship, association, or corporation in the form 
of notes secured by not less than a like 
amount of bonds or notes of the United 
States issued since April 24, 1917, or certi’ 
ficates of indebtedness of the United States, 
shall (except to the extent permitted by rules 
and regulations prescribed by the Comptroller 
of the Currency, with th: approval of the 
Secretary of the Treisury) be subject under 
this section to a limitation «f 25 per centum 
of such capital and surplus in addition ‘ec 
such 10 per centum of such capital anJ sur’ 
plus.” 

EXCEPTING FARM LOAN BONDS 

Src. 11. That section 5202 of the Revised 
Statues of the United States as amended be 
amended by adding at the end thereof a new 
paragraph to read as follows: 

“Eighth. Liabilities incurred under the pro- 
visions of section 202 of Title II of the Federal 
Loan act, approved July 17, 1916, as 
the Agricultural Credits act of 


Farm 
amended by 
1923.” 


PENALTY FOR ILLEGAL CERTIFICATION 


Sec. 12. That section 5208 of the Revised 
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Statutes of the United States as amended be 
amended by striking out the wzrds “or who 
shall certify a check before the amount thereof 
shall have been regularly entered to the credit 
of the drawer upon the books of the bank,” 
and in lieu thereof inserting the following: 
“or who shall certify a check before the 
amount thereof shall have been regularly 
deposited in the bank by the drawer thereof,” 
so that the section as amended shall read as 
follows: 

“Sec. 5208. It shall be unlawful for any 
officer, director, agent, or employee of any 
Federal reserve bank, or any member bank as 
defined in the act of December 23, 1913, 
known as the Federal Reserve act, to certify 
any check drawn upon such _ Federal 
reserve bank or member bank unless the per- 
son, firm or corporation drawing the check 
has on deposit with such Federal reserve bank 
or member bank, at the time such check is 
certified, an amount of money not less than 
the amount specified in such check. Any 
check so certified by a duly authorized of- 
ficer, director, agent, or employee shall be 
a good and valid obligation against such Fed- 
eral reserve bank or member bank; but the 
act of any officer, director, agent, or employee 
of any such Federal reserve bank or member 
bank in violation of this section shall, in the 
discretion of the Federal Reserve Board, sub- 
ject such Federal reserve bank to the penalties 
imposed by section 11, subsection (h) of the 
Federal Reserve act, and shall subject such 
member bank, if a national bank, to the li- 
abilities and proceedings on the part of the 
Comptroller of the Currency provided for in 
section 4234, Revised Statutes, and shall, in 
the discretion of the Federal Reserve Board, 
subject any other member bank to the penal- 
ties imposed by section 9 of said Federal Re- 
serve act for the violation of any of the pro- 
visions of said act. Any officer, director, 
agent, or employee of any Federal reserve 
bank or member bank who shall willfully vio- 
late the provisions of this section, or who 
shall resort to any device, or receive any 
fictitious obligation, directly or collaterally, 
in order to evade the provisions thereof, or 
who shall certify a check before the amount 
thereof shall have been regularly deposited 
in the bank by the drawer thereof, shall be 
deemed guilty of a misdemeanor and shall, 
on conviction thereof in any district court of 
the United States, be fined not more than 
$5000, or shall be imprisoned for not more 
than five years, or both, in the discretion 
of the court.” 


VERIFYING STATEMENT OF CONDITION 


Src. 13. That section 5211 of the Revised 
Statutes of the United States as amended be 
amended to read as follows: 

“Src. 5211. Every association shall make 


to the Comptroller of the Currency, not less 
than three reports during each year, according 
to the form which may be prescribed by him, 
verified by the oath or affirmation of the 
president, or of the cashier, or of a vice- 
president, or of an assistant cashier of the 
association designated by its board of direc- 
tors to verify such reports in the absence of 
the president and cashier, taken before a no- 
tary public properly authorized and commis- 
sioned by the state in which such notary re- 
sides and the association is located, or any 
other officer having an official seal, authorized 
in such state to administer oaths, and at- 
tested by the signature of at least three of 
the directors. Each such report shall ex- 
hibit, in detail and under appropriate heads, 
the resources and liabilities of the association 
at the close of business on any past day by 
him specified, and shall be transmitted to 
the comptroller within five days after the re- 
ceipt of a request or requisition therefor from 
him; and the statement of resources and li- 
abilities, together with acknowledgement and 
attestation in the same form in which it is 
made to comptroller, shall be published in a 
newspaper published in the place where such 
association is established, or if there is no 
newspaper in the place, then in the one pub 
lished nearest thereto in the same county, at 


The Pennsylvania Company 


For Insurances on Lives and Granting Annuities 


Trust and Safe Deposit Company 


Packard Building 


S. E. Cor. 15th and Chestnut Streets 
Philadelphia 


Capital, Surplus and Undi- 
vided Profits - $20,000,000 


—., - Downtown Office 
System 517 Chestnut St. 
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Tauk-Lo 


“A Booth At Ycur 
Phone’”’ 





“a 


Amplifies Voice Improves Hearing 


Makes for Privacy 
Quieter Office 
In Nickel-silver or Brass 
Price One Dollar 
Gold Plated $5 


The Tauk-Lo Company 


of Conversation 


33 West 42nd Street . New York 


the expense of the association; and such proof 
of publication shall be furnished as may be 
required by the comptroller. The comptroller 
shall also have power to call for special re- 
ports from any particular association when- 
ever in his judgment the same are necessary 
in order to obtain a full and complete knowl- 
edge of its condition.” 


BARRING LOANS TO BANK EXAMINERS 


Sec. 14. That section 22 of the Federal 
Reserve act, subsection (a), paragraph 2 
thereof, be amended to read as follows: 

“(a) No member bark and no officer, 
director, or employee thereof shall hereafter 
make any loan or grant any gratuity to any 
bank examiner. Any bank officer, director, 
or employee violating this provision shall be 
deemed guilty of a misdemeanor and shall 
be imprisoned not exceeding one year, or 
fined not more than $5,000, or both, and 
may be fined a further sum equal to the 
money so loaned or gratuity given. 

“Any examiner or assistant examiner who 
shall accept loan or gratuity from any bank 
examined by him, or from an officer, direc- 
tor, or employee thereof, or who shall 
steal, or unlawfully take or unlawfully 
conceal any money, note, draft, bond, 


or security or any other property of 
value in the possession of any member bank 
or from any safe deposit box in or adjacent 
to the premises of such bank, shall be deemed 
guilty of a misdemeanor and shall, upon con- 
viction thereof in any district court of the 
United States, be imprisoned for not exceed- 
ing one year, or fined not more than $5,000, 
or both, and may be fined a further sum 
equal to the money so loaned, gratuity given, 
or property stolen, and shall forever there- 
after be disqualified from holding office as a 
national bank examiner.” 
FIVE YEAR REAL ESTATE LOANS 

“Sec. 24. Any national banking asso- 
ciation may make loans secured by first 
lien upon improved real estate, including 
improved farm land, situated within its 
Federal reserve district or within a radius 
of one hundred miles of the place in 
which such bank is located, irrespective 
of district lines. A loan secured by 
real estate within the meaning of this section 
shall be in the form of an obligation or ob- 
ligations secured by mortgage, trust deed, or 
other such instrument upon real estate when 
the entire amount of such obligation or ob- 
ligations is made or is sold to such association. 
The amount of any such loan shall not exceed 
50 per centum of the actual value of the real 
estate offered for security, but no such loan 
upon such security shall be made for a longer 
term than five years. Any such bank may 
make such loans in an aggregate sum, includ- 
ing in such aggregate any such loans on 
which it is liable as indorser or guarantor or 
otherwise equal to 25 per centum of the 
amount of the capital stock of such associa- 
tion actually paid in and unimpaired and 25 
per centum of its unimpaired surplus fund, 
or to one-half of its savings deposits, at the 
election of the association, subject to the gen- 
eral limitation contained in section 5200 of 
the Revised Statutes of the United States. Such 
banks may continue hereafter as heretofore 
to receive time and savings deposits and to 
pay interest on the same, but the rate of in 
terest which such banks may pay upon such 
time deposits or upon savings or other de- 
posits shall not exceed the maximum rate 
authorized by law to be paid upon such de- 
posits by state banks or trust companies or 
ganized under the laws of the state wherein 
such national banking associations is located. 


LOWER PAR VALUE OF NATIONAL BANK 
SHARES 


Sec. 16. That section 5139 of the Revised 
Statutes of the United States be amended by 
inserting in the first sentence thereof the fol- 
lowing words: “or into shares of such less 
amount as may be provided in the articles of 
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association” so that the section as amended 
shall read as follows: 


“Sec. 5139. The capital stock of each 
association shall be divided into shares of 
$100 each, or into shares of such less amount 
as may be provided in the articles of associa- 
tion, and be deemed personal property, and 
transferable on the books of the association 
in such manner as may be prescribed in the 
by-laws or articles of association. Every per- 
son becoming a shareholder by such transfer 
shall, in proportion to his shares, succeed to 
all rights and liabilities of the prior holder of 
such shares; and no change shall be made in 
the articles of association by which the rights, 
remedies, or security of the existing creditors 
of the association shall be impaired.” 


SMALLEST NUMBER OF SHARES DIRECTORS 
MAY OWN 


Sec. 17. That section 5146 of the Revised 
Statutes of the United States as amended be 
amended by inserting in lieu of the second 
sentence thereof the following: “Every direc- 
tor must own in his own right shares of the 
capital stock of the association of which he is 
a director the aggregate par value of which 
shall not be less than $1,000, unless the capital 
of the bank shall not exceed $25,000, in 
which case he must own in his own right 
shares of such capital stock the aggregate 
value of which shall not be less than than 
$500,” so that the section as amended shall 
read as follows: 

“Sec. 5146. Every director must, during 
his whole term of service, be a citizen of the 
United States, and at least three-fourths of 
the directors must have resided in the state, 
territory, or district in which the association 
is located, or within fifty miles of the location 
of the office of the association, for at least 
one year immediately preceding their election, 
and must be residents of such state or within 
a fifty-mile territory of the location of the 
association during their continuance in office. 
Every director must own in his own right 
shares of the capital stock of the association 
of which he is a director, the aggregate par 
value of which shall not be less than $1,000, 
unless the capital of the bank shall not ex- 
ceed $25,000, in which case he must own in 
his own right shares of such capital stock the 
aggregate par value of which shall not be less 
than $500. Any director who ceases to be 
the owner of the required number of shares 
of the stock, or who becomes in any other 
manner disqualified, shall thereby vacate his 
place.” 
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Here it is! Outcault’s New and Im- 
proved Multiclass Coupon Book. 


Patented Feb. 24, 1925—Aug. 4, 1925 
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$5 
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$15 
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$10 


Actual size 31-16 x 413-16 
Here is a sample of Page 5 Outcault’s Multiclass 
Coupon Book. Space in center for double 
rubber “Paid” stamp. Black dots on $1.00 
Class show punch holes. Printed on canary 
colored bond in green ink. Totals Paid are in 
red ink. Also number at top. 
Payment dates are on the jacket or container. 
Never gets out of date. 
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any kind of Thrift Club. 
It reduces the cost of handling accounts. 
Ask for a sample. We will cheerfully send it. 


OUTCAULT Advertising Co. 


221 East 20th Street, CHICAGO, ILL. 








EXTENDING FEDERAL RESERVE 
CHARTERS INDETERMINATELY 
Sec. 18. That the second subdivision of the 
fourth paragraph of section 4 of the Federal 
Reserve Act be amended to read as follows: 
“Second. To have succession after the ap- 
proval of this act until dissolved by act of 
Congress or until forfeiture of franchise for 
violation of law.” 


BANK 


DISCONTINUING RESERVE BANK BRANCHES 

Sec. 19. That section 3 of the Federal Re- 
serve Act, as amended, is further amended by 
adding at the end thereof the following: 

“The Federal Reserve Board may at any 
time require any Federal Reserve Bank to 
discontinue any branch of such Federal Re- 
serve Bank established under this section. 
The Federal Reserve Bank shall thereupon 
proceed to wind up the business of such 
branch bank, subject to such rules and regu- 
lations as the Federal Reserve Board may pre- 
scribe.” 





BANCO ALEMAN-ANTIOQUENO 


HE Banco Aleman-Antioqucfio ot 
Medellin, Colombia, was tounded 
in 1912 with an authorized and 
fully paid up capital of $750,000, of 
which three-fourths was subscribed by 
German and one-fourth by Colombian 
shareholders. 
In 1924 this capital was increased to 


Home of the Banco Aleman-Antioqueno, 


Medellin, Colombia, S. A. 


$2,000,000, the reserve fund being $410,- 
000. According to the statement of 
December 31, 1926, the capital accounts 
of the bank totalled $3,053,562 as 
follows: 


Capital paid up 
Reserves 


Undivided profits 


The bank was founded with offices in 
Medellin (Colombia) and Bremen 
(Germany). The head office is in Medel- 
lin. Later on the following branches 
were established: 1920, in Barranquilla; 
1922, in Honda; 1923, in Cali; 1924, 
in Bogota; 1925, in Bucaramanga; 1926, 
in Armenia (Caldas). 

The institution is doing an extensive 
commercial banking business. Owing to 
its intimate knowledge of local condi- 
tions and to its system of branch offices 
established in most of the more important 
cities of Colombia, the bank is in excel- 
lent position to serve the interests of 
those doing business with the Republic 
of Colombia. 

The bank’s New York correspondents 
include: J. Henry Schroder Banking 
Corporation; Bank of America; Inter- 
national Acceptance Bank, Inc.; Central 
Union Trust Company of New York; 
The Equitable Trust Company of New 
York; American Exchange Irving Trust 
Company; Chase National Bank; Sea- 
board National Bank of New York; and 
Huth & Co. 


NEWARK NATIONAL OPENS 


THE Newark National Bank, Newark, 
N. J., organized by a group of men 
closely associated with the National 
Newark & Essex Banking Company of 
the same city, opened for business early 
this year. 

The management of the new institu 
tion is the same as that of the National 
Newark & Essex and Charles L. Farrell 
is president of both banks. The two are 
not competing institutions, the purpose 
of the Newark National being primarily 
to afford convenient banking facilities 
for the customers of the older bank. It 
is expected that the establishment of the 
new bank will be followed by the or 
ganization of others similarly allied to 
the National Newark & Essex in outly- 
ing sections of the city. 
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Main entrance, North American Title Guaranty Company, New York. 


TITLE GUARANTY ORGANIZATION TO DO 
BUSINESS THROUGHOUT NORTH AMERICA 


general mortgage. and securitv invest- 

ment business throughout the whole 
of North America is the plan of the re- 
cently organized North American Title 
Guaranty Company with offices at 8 
West 40th street, New York. 

It is interesting to note that the com- 
pany’s charter is the first of its kind to 
be granted in Manhattan by the New 
York State Insurance Department in 
eighicen years. 


| several mo titles and conducting a 


The possibilities for unusual financial 
returns by the new company are best 
indicated by the splendid dividend rec- 
ord and the large surpluses of the few 
title companies which are operaiung in 
New York City. The success of the 
larger companies in New York has been 
repeated in a smaller way by the local 
companies throughout the country. 

Realizing that, as much if not more 
than in any other business, the men be 
hind a mortgage and title company de- 
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Epwarp I. Epwarps 
Chairman of the board. 


termine its success, the officers chosen 


are all farseeing men fully acquainted 
with the business of the company. Hon. 
Edward I. Edwards, United States Sen- 


ator, is chairman of the board. Senator 


WILLIAM E. WALTER 
President. 


Edwards is also chairman of the board 
of directors of the First National Bank 
of Jersey City; William E. Walter, 
formerly president of the National Bank 
of America in Paterson, N. J., has been 


Executives offices, North American Title Guaranty Company. 
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Grorce C. Van Tuy, Jr. 
Vice-president. 


elected president and general manager 


of the new institution; the vice-presidents 
are Hon. George C. Van Tuyl, Jr., 
formerly superintendent of banks of the 


Joun F. McCase 


Treasurer. 


CarRL SHERMAN 
Vice-president. 


State of New York, and Hon. Carl 
Sherman, former attorney general of the 
State of New York; John F. McCabe, 


treasurer, lawyer and member of tne 


RussELL R. WHITMAN 
Secretary. 
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firm of Lingley, Baird & Dixon cf New 
York; and Russell R. Wh:itmar. former 
publisher, New York Commercia!, secre- 
tary, complete the list of officers. 
While the directorate is still in a 
formulative state, it already includes 
prominent bankers, real estate op-raturs, 
architects, lawyers and business men. 
Among the directors the most prominent- 
ly known are: Walter B. Adams, as 


Eight West 40th street. Home of 
North American Title Guaranty Com- 
pany of New York. 


sistant treasurer of E. H Rollins & Sons; 
John G. Borgstede, president North Side 
Savings Bank; George Elbogen, president 
George Elbogen & Conipany; Hon. 
Charles J. Esterly, membzt House of 
Representatives, Washington, D. C., 
Hon. Frederick W. Kavanaugh, vice- 
president Murray Hill Trust Company; 
Charles K. Ovington of Ovington 
Brothers Company; Arthur S. Van 
Winkle, president Empire City Savings 
Bank. 

Recently the board of directors, in 
order to bring the capital structure into 
conformity with the plan and scope of 
the company, voted, with the approval 
of the insurance department of the State 
of New York, to increase the capital 
stock from $150,000 to $1,000,000. 

The title company is affiliated with the 
North American Security Corporation 
for the development of inter-related 
business, namely: Title insurance—com- 
plete service will be performed incident 
to the transfer of real estate and insur- 
ance of titles; mortgage loans—loans on 
bonds and mortgages, supplying careful- 
ly selected first mortgage investments 
guaranteed as to both principal and in 
terest, and other security investments as 
may be recommended by the directors of 
the Security Corporation. 

A great deal of care has been given 
in the selection of the personnel of the 
organization in order to furnish a com: 
plete and satisfactory service to cus 
tomers, not only locally, but also in con- 
nection with its inter-state business. 

The executive offices of the company 
are very well located on the ground floor 
at 8 West 40th street, New York, di- 
rectly opposite the New York Public 
Library. This mid-town section is be: 
coming known as the uptown Wall 
Street because of the large activities and 
increasing business done in that section. 








PROBLEMS IN BANK CREDIT 


By M. E. RoBERTSON 





before, a reply will be made by mail. 


editor to draw the proper conclusion. 





THE BANKERS MaGaZINE has secured the services of a capable credit man to 
answer the inquiries of readers on current problems of the credit manager. 
of general interest to credit men and bankers will be answered and only the initials of 
the persons asking the question will be used. 
particular interest to bank credit men as a whole or is one which has been answered 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


Inquiries should be addressed to the Editor, 
Bank Credit Problems, THE BANKERS MAGAZINE, 71-73 Murray Street, New York. 


Questions 


In case the question is not one of 








UESTION: What is your opinion 

regarding surplus and its distribu- 
tion in the form of stock dividends? Do 
you feel that it has any bearing on the 
credit standing of a company and what 
are its chief advantages? Any remarks 
you care to make will be very much ap- 


preciated. S. Fi. L. 


ANSWER: There are several advan- 
tages to stock dividends from the com- 
pany’s standpoint. After the company 
has been in business for some time and 
has accumulated a good sized surplus in 
proportion to the amount of capital 
stock outstanding, it is perhaps not a poor 
idea in many instances to declare a stock 
dividend. Let us assume that the capital 
stock of a company is $1,000,000 and the 
surplus of $4,000,000 has accumulated 
over a period of years from earnings. 
The par value of the stock is $100; the 
book value is $500. It is earning, say 
$60 per share and selling for about $600 
per share. We will assume that it is 
paying say $36. There are only 10,000 
shares of stock outstanding. By means 
of a stock dividend of say 200 per cent. 
the capital stock is increased to $3,000,- 
000, and the surplus reduced to $2,000,- 
000. The net worth is naturally un- 
changed. The stock has been increased 
from 10,000 shares to 30,000 shares. 
The book value is reduced to $166.66 
per share. The earnings. instead of being 


$60 per share, are equal to $20 per share 
on the new stock. If the dividend is cut 
to $12 a share on the new stock and the 
new stock sells at $200 a share, the set-up 
is unchanged. The stockholders, so to 
speak, have received merely an equal 
divisional change of their original hold- 
ings. 

However, because the sale price of the 
stock is lower it will probably have a 
more active demand, a wider distribution 
is obtained and perhaps the total market 
price of the new units will exceed the 
total market price of the old, bringing an 
enhancement in market value. Tangible 
evidence has been given of value of the 
increase in value of original holdings. 
Also, those stockholders who have a de- 
sire for distribution of surplus, have been 
partially satisfied without any cash being 
distributed or without a reduction in cap- 
ital. Large earnings are better hidden by 
being distributed over a larger amount 
of stock at a lower rate and, as men- 
tioned, the market value is on a more 
satisfactory basis. If an effort is made 
to continue the old rate of dividend in 
the case of small stock dividends, there 
of course is then the same effect as an 
increased dividend on the old stock. 

Take a stock selling at $150, earning 
$15 and paying $5; the company having 
a large surplus, perhaps, elects to pay a 
stock dividend of 100 per cent. and 
continue the old dividend rate of $5 per 
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tabulator at slightly higher price. 


information or service. 





Banks Save Time 


By using L. C. Smith ball bearing easy 


Because—Every L. C. Smith is equipped—without extra cost—with a 
decimal tabulator for statistical work, tabulating and regular correspondence. New key-set 


*‘Because—Any one of several different platens may be substituted for the regular platen 
—instantly and by the typist herself, thus making one machine available for card index 
work, heavy or light manifolding or preparation of specia) forms. 

Because—wide carriage models are just as easily operated as the ordinary size machines, 
Write for folder—‘‘Six Points of Superiority’ or phone our sales office in your town for 


L. C. SMITH & CORONA TYPEWRITERS Inc. 


Home Office and Factory, SYRACUSE, N. Y. 


running typewriters 








share on the new stock rather than in- 
crease the dividend to $10 a share on the 
old. The stock will perhaps sell at about 
$75, will be earning $7.50 per share and 
paying $5. However, some of the fea- 
tures previously mentioned are accom- 
plished by the stock dividend in prefer- 
ence to the mere increase in dividend 
rate. The action of declaring a stock divi- 
dend has no ill effect on the credit risk, 
so long as the new dividend rate is in 
line with earnings. In fact, some banks 
have refused to lend to companies with 
a large surplus feeling that there was 
the possibility of a large cash dividend 
distribution and thereby a_ material 
change in net worth. To the writer, 
this has never seemed like a great ob 
jection because if the moral risk is back 
of the company it would not do such a 
thing to jeopardize the position of cred- 
itors, and if the moral risk isn’t there it 
can do a lot worse if bent that way. 


QUESTION: When asking for addi- 
tional information in connection with a 
financial statement which is the most im- 
portant information to obtain? Will you 
give a list of questions arranged in the 
order of their importance which can be 


used as a guide? G.H. C. 


ANSWER: It is impossible to say 
what the most important question to ask 


might be. One concern might have a 
false cash item. The most important 
questions to that concern would naturally 
be regarding cash. Another might have 
a lot of bad accounts on the books, and 
the most important questions to that 
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company would be regarding the condi- 
tion of its receivables. So, still another 
might have an overvalued inventory and 
naturally the most important data to get 
from this company would be data affect: 
ing this valuation. In other words, the 
most important information to have is 
that regarding the weak spots. As you 
are not familiar ordinarily with which 
spots are weak, it is not possible to know 
what information may prove the most 
valuable and important. It is, therefore, 
only proper to get information regard- 
ing all points and endeavor thereby to 
find out the weak ones. As a general 
list of points to be covered, arranged in 
what might seem a logical order and with 
hints on each, the following are given: 
1. Information as to merchandise: 


(a) Basis of valuation. 

(b) Freshness of stock. 

(c) Salability. 

(d) Insurance. 

(e) Consigned merchandise. 
. Value of receivables: 

(a) Classification as to age. 

(b) Doubtful accounts. 

(c) Collectability. 

(d) Class of customers. 
. Cash: 

(a) Banks of deposit and amount with 

each. 

(b) Large amounts of cash on hand. 
. Liabilities: 

(a) Are all shown? 

(b) In the case of any asset, is only 

the equity shown? 
(c) Maturity of mortgages. 
(d) Liabilities to others. 
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GERDES 
The Value of Fresh Air 


Winter is the time for intensive business. Preventable sickness, 
absenteeism and inefficiency cause serious losses. Greater profits will 
result if your employees breathe pure air. 

Vacations with pay for your employees are an investment in health 
and ambition. The investment will soon be lost unless a healthful 
atmosphere is maintained during the cold season. 

Modern science demands ventilation with cool, fresh air. By the 
Gerdes Method of Ventilation healthful and invigorating unheated 
fresh air is diffused without causing draft or chill. A booklet fully 
describing this method and giving references of the highest character 
will be sent on request. 


Theodore R. N. Gerdes, M. E. 


Engineer, Manufacturer, Contractor 


105-107 Bank Street, New York City 
Telephone Watkins 2893 
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(e) Amount due each bank. 
(f) Trade debts past due. 
5. Commitments: 
(a) Amount. 
(b) Prices compared 
market. 
(c) Customary amount. 
. Contingent liabilities. 
7. Sales volume. 
8. Profits and trend of same. 
9. Overhead and trend of same. 
10. Open bank lines. 
11. Condition and depreciation of fixed 
assets. 


with present 


QUESTION: Of the various ratios 
developed for use in analysis work, it 
seems to me that the one of cash 
to current liabilities has never re- 
great deal of attention. I 
should think that this would be quite an 
important ratio inasmuch as it is the 
best asset of the company. _L. C. T. 


ceived a 


ANSWER: This ratio under certain 
conditions could prove quite a valuable 


one. From it presumably one is to gauge 
the cash position of the company. It 
may be taken as such an indicator many 
times, although there are many instances 
when it reflects little. If it can actually 
be taken as an indication of the unusual 
amount of cash kept on hand, it would 
be very valuable. However, it is an 
item which can be subject to much 
“window dressing.” Cash may be bor- 
rowed to build up a good cash position on 
statement date. Sometimes cash borrow- 
ing can be put in under the coverage of 
slow liabilities. Then again, the mer- 
chant realizes that as current assets and 
current liabilities are reduced equally, 
the current ratio is improved. Taking 
an amount of cash and reducing current 
debt the same amount, the ratio is helped. 
Therefore, when some feel it so neces- 
sary to hit the much looked for two-for- 
one basis, they can cut on boti sides to 
help and usually do so. Bills are paid 
by drawing cash down and, therefore, 
cash gets below its normal figure. Again, 
the writer believes that in some states 
certain cash balances are taxable and 
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ness and Sport Wear. 


Knickerbockers a Specialty. 


M. ROCK - 


Steubenville 
Toledo 
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Pittsburgh 








Custom Made Garments for Dress, Busi- 
Golf Jackets and 


Tailor 
315 Fifth Avenue, New York 


Services can be had in the following cities: 
Wheeling 
Youngstown 


My representative visits the above cities once every month 














perhaps this might necessitate the draw- 
ing down of cash to an abnorma! figure. 
It is an interesting ratio in the sense that 
it can be used as a qualifying ratio to 
the usual current ratio. In this conjunc- 
tion it is the writer’s opinion that the 


ratio of cash and accounts receivable to 
current liabilities is a much more im- 
portant and useful one. ‘That is, cash 
and accounts receivable added together 
and the combined figure taken to com- 
pare to current indebtedness. 


DETROIT GUARDIAN GROUP FORMS NEW BANK 


interests who have largely contrib- 

uted to Detroit's phenomenal 
growth in recent decades are now organ- 
izing a new financial structure which will 
add greatly to the city’s prestige as a 
financial center. Plans call for the or- 
ganization of a commercial and savings 
bank, a trust company and a securities 
company. Aggregate invested capital 
of the three institutions will approxi- 
mate $12,500,000. 

The present Guardian Trust Company 
of Detroit is the nucleus around which 
the bank and securities company will be 
formed. 

Preliminary details of the project were 
made public recently by William Robert 
Wilson, president of the Guardiar. Trust 
Company of Detroit and chairman of 
the organization committee which is 
working on the new enterprise. With 
Mr. Wilson on this committee are Henry 
E. Bodman, Howard E. Coffin, Ernest 
Kanzler, Jerome E. J. Keane, W. Led- 
yard Mitchell and Fred T. Murphy. 

Mr. Wilson emphasized most strong: 
ly that the new project is not fathered 
by any particular group for the benefit 
of any particular financial interests. He 
said that the committee and its associates 
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L_imeress commercial and financial 


are trying to attract to the enterprise men 
representing all financial and industrial 
organizations in the city and state. 

The plan calls for the early formation 
of a completely rounded financial struc- 
ture including in its three basic units 
the facilities necessary for almost every 
important financial service, from hand- 
ling a small savings deposit to originating 
and distributing the stocks and bonds of 
large industrial concerns. 

While the bank, the trust company 
and the securities company will each 
have its own officers and staff, the sep 
arate managements will be co-ordinated 
through a common chairman and through 
inter-related directorates on the three 
boards. 

As a nucleus for the larger organiza’ 
tion to come, substantially all of the 
stock of the Guardian Trust Company of 
Detroit, including the Guardian-Detrott 
Securities Company, has been acquired. 

It is proposed that the bank, to be 
known as the Guardian Bank of Detrott, 
will be newly organized under the pro 
visions of a Michigan state charter and 
it is intended to make application to i” 
clude the bank in the membership of the 
Federal Reserve System. 

While organization work has not pro 
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gressed to a point where definite sched- 
ules have been prepared, Mr. Wilson 
stated that the new bank will be opened 
for commercial and savings business in 
May or June of this year. 

The bank will open in temporary 
quarters on the ground floor of the Buhl 
building where the present Guardian 
Trust Company facilities have been con- 
siderably enlarged. As a permanent ar- 
rangement however, the bank will oc- 
cupy the first five floors of the Greater 
Penobscot building now under erection 
at the corner of Griswold and Fort 
streets and scheduled for completion in 
the summer of 1928. 

A partial list of the men actively in- 
terested in the project, to be augmented 
as the organization work proceeds in the 
next few weeks, includes: Ford Ballan- 
tyne, Henry E. Bodman, Howard Bon- 
bright, Ralph Booth, Judson Bradway, 
Walter O. Briggs, Lawrence D. Buhl, 
Roy D. Chapin, Howard E. Coffin, 
George Cooke, Frank Couzens, George 
R. Fink, Fred J. Fisher, Edsel Ford, John 
H. French, Luman W. Goodenough, 
John C. Grier, Jr., Edward P. Hammond, 
Carton M. Higbie, Harley G. Higbie, 
Sherwin A. Hill, Albert Kahn, Ernest 
Kansler, Jerome E. J. Keane, Alvan 
Macauley, Louis Mendelssohn, W. Led- 
yard Mitchell, Charles S. Mott, C. Hay- 
ward Murphy, Fred T. Murphy, James 
R. Murphy, Edward B. Naar, Phelps 
Newberry, Walter S. Russel, Alger 
Sheldon, Allan Sheldon, Luther S. Trow- 
bridge, Charles B. Van Duson, Hiram 
H. Walker, Lewis K. Walker, William 
Robert Wilson, Clarkson C. Wormer, 
Jr. and Charles Wright, Jr. 

The financial structure of the new 
project calls for the issuance of 50,000 
shares of the bank stock, 50,000 shares 
of the securities company stock and 10,- 
000 shares of the trust company stock. 

Stock ownership and control in the 
three companies will be identical in that 
the three kinds of stock will be sold in 
units to consist of one share of bank 
stock, one share of securities company 
stock and one-fifth of a share of 
Guardian Trust Company stock. 


ATLANTIC CITY, N.J. 
° 


America’s Smartest 
Resort Hotel ~~> 
Famous for its Perfect 
Cuisine and Service 
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Capital of the bank will be $5,000,- 
000 and its surplus $3,000,000; capital 
and surplus of the securities company 
$1,750,000; to which will be added the 
capital, surplus and undivided profits of 
the Guardian Trust Company; a com- 
bined total approximating $12,500,000. 

“The Guardian Bank will open this 
spring with a larger initial capitaliza- 
tion than any bank in Michigan has had 
if not in the entire country,” said Mr. 
Wilson. “From assurance already re- 
ceived, we will not be surprised if initial 
deposits on the opening day would also 
set a record mark. 

“It is the main purpose in founding 
these unified institutions to establish a 
well-rounded, complete piece of financial 
machinery to work and co-operate with 
the many and varied business and finan- 
cial interests of Detroit and Michigan. 
The members of the organization com- 
mittee and their associates are endeavor- 
ing to attract all elements rather than 
any single group. 

“Surveys show that those Detroit in- 
dustries and individuals, which have just 
emerged from a period of tremendous 
expansion, are now accumulating large 
reserves. They need and want large de- 
positories and wide varieties of banking 
and investment facilities. 

“In making public the preliminary 
plans,” continued Mr. Wilson, “the or- 
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ganization committee wishes to emphasize 
most strongly that the enterprise is not 
fathered by any particular group for the 
benefit of any particular interests. We 
have been guided by a desire to create, 
for Detroit and Michigan, a somewhat 


new type of financial organization wider 
in scope than anything before attempted 
in the city, co-operating with existing in- 
stitutions to the ultimate that the de- 
mands of local industries and individuals 
may be capably and adequately served.” 


BANKING OPINION ON BUSINESS 


TRIP through New England, the 

A South, the Middle West, and out 

to the Pacific Coast, on board 

the various bank reviews of business, re- 

veals a rather spotty prosperity, but al- 
most universal optimism. 

“Among textiles,” says the February 
New England Letter of the First Na- 
tional Bank of Boston, “the cotton in- 
dustry has the most favorable setting, 
with cheap raw materials, moderate in- 
ventories and a fair spread between the 
price of raw cotton and finished goods. 
The recent strength in the raw material 
and cotton goods has encouraged future 


buying on a greater scale, and some 
firms are reported to be sold ahead for 


several months. . . . The outlook for 
the silk industry during the first quar- 
ter . . . is considered more promising 
than a year ago. The amount of raw 
materials used by the woollen and 
worsted industries during the last month 
was slightly below November, although 
it was well above the corresponding 
period of 1925. ... 

“Employment in the Massachusetts in- 
dustries during December declined 
slightly from the preceding month. . . . 
Of the total number of persons employed, 
64 per cent. were on a full time basis. 
. . . Reflecting improvement in the cot- 
ton goods industry, the number of per- 
sons employed at New Bedford during 
the last month was nearly 10 per cent. 
above November.” 

Bond market activity in New York 
has been phenomenal, says The Review 
of the Bank of America, New York, for 
February. “A wave of buying, beginning 
shortly after the first of the year, has 
swept the bond market into new high 


ground for the post-war era.” Measur- 
ing the price advance, the New York 
Trust Company, in The Index, finds 
that of its list of sixty-six bonds “the 
only ones to advance appreciably during 
the month of January were those of for- 
eign governments and cities. The aver- 
age price of sixteen bonds of this char- 
acter increased 1.19. The average price 
of twenty railroad bonds rose .60 points, 
and the list as a whole showed an ad 
vance of .24 points.” 

One of the dark spots in the picture 
is Pennsylvania. “Bituminous coal has 
fallen back more in price and also in cur- 
rent demand,” reports The Economic 
Review of the Philadelphia-Girard Na’ 
tional Bank, Philadelphia, Pa., for Jan- 
uary 15. “Some mines opened during 
the British strike have been shut down 
again, and wages in various places have 
been reduced. However, the market is 
quite likely to improve in activity if not 
in price, on a probable stocking up 
against the possibility of a suspension or 
strike in the union fields when the Jack 
sonville agreement expires March 31. 
There is now in storage about 47,000, 
000 tons of bituminous. Anthracite de 
mand has been unsatisfactory to the pro 
ducing companies.” 

The South is in similar difficulties. 
“Cotton ginned from the 1926 crop to 
December 13,” says the February Busi 
ness Digest of the American Banks, 
Nashville, Tenn., “totaled only 15,542 
bales, an increase of only 5 per cent. 
over ginnings to the same date in 1925. 
The ginning record now begins to give 
some idea of the probable portion of the 
1926 crop which will remain unpicked. 
Cotton consumed in manufacture during 
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December totaled 605,000 bales, an in- 
crease of 5 per cent. over a year ago. 
Stocks at the close of the year were 
8,245,000 bales, an increase of 13 per 
cent. over a year ago.” 

“Michigan’s industries, with the ex- 
ception of automobile factories, are 
operating at or close to normal,” says 
the February, Michigan Business Re- 
view of the Union Trust Company, De- 
troit. “Detroit's employment figures 

. now slightly exceed the figures for 
the corresponding period in 1925... . 
Building construction in this state prom- 
ises to be in good volume during the 
first half of 1927 at least.” 

From California, as might be expected, 
comes the best report of all. The month- 
ly summary of business conditions in the 
Pacific Southwest, issued by the First 
National Bank of Los Angeles, in Feb- 
ruary reports that in that region “the 
first month of the new year has made a 
good showing. . . The volume of trade 
continues large. January bank clearings 
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in Los Angeles established a new month- 
ly record. ... Bank debits registered 
similar gains. . . . Retail trade has been 
good. Wholesale trade is showing but 
a moderate gain in most lines. . . . Pros- 
pective building operations . . . show 
little change from recent levels. . . . In- 
dustrial production has been good. . . . 
The outlook for the new crop season re- 
mains favorable.” 


BUSINESS EVOLUTION UNDER THE MICROSCOPE 


66 HE spirit of the age,” said 
Walter Leaf, chairman of the 
Westminster Bank Limited, Lon- 

don, in his annual report to the stock- 

holders on January 27, “is developing 
industry on the following main lines. 

First, there is in progress a rapid broad- 

ening of the area of capital; the joint 

stock system is quite rapidly breaking 
up the ownership of capital and passing 
it on in small parcels to the little share- 
holder. As a consequence of this, the 
owners of capital delegate the control of 
their business to professional managers, 
who are paid chiefly salaries. Next, there 
is marked tendency to amalgamation of 
businesses on the largest possible scale. 

And, finally, there is a growing recog: 

mition of the fact that this amalgama- 

fon must not proceed to the point where 
it becomes a monopoly.” The state must 

See to that. 

He illustrated this by pointing to the 


status of banking. Amalgamations to 
form larger units were very numerous 
in Britain until forbidden by the state. 
The control of currency “once considered 
to be the very essence of banking” now 
belongs to the Treasury. The Bank of 
England now “exercises a very real con- 
trol over the policy of joint stock banks.” 
The banks are, thus, under the control 
of the government, yet they are rct gov- 
erned by a bureaucracy, and are stimu- 
lated by competition to maintain efficien- 
cy. The management of the Big Five 
is practically democratic. Their capital 
stock of more than £60,000,000 is owned 
by 275,000 shareholders, making the 
average holding less than £220, and the 
executive control of the banks is entirely 
in the hands of the staff. 

Most of Mr. Leaf’s address was, as is 
customary, devoted to a review of the 
last year, and survey of future business 
possibilities. “The statistics of commer- 
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cial failures,” he reported, “show a con- 
siderable diminution in the year. Large 
issues of fresh capital for internal use 
have been taken up without difficulty; 
and, moreover, the market has been able 
to digest large loans for overseas pur- 
poses without taxing the foreign ex- 
changes. .. . 

“The last year has seen interesting ex- 
periments in the comparative methods 
of stopping inflation, whether by the 
adoption of the gold standard or by what 
is known as the ‘policy of a managed 
currency.. In Denmark and Norway 
the attempt has been made to manage 
the currency. . . . In both cases the ex- 
periment has been unsuccessful, because 
the currency refused to be managed and, 
taking the bit between its teeth, returned 
almost automatically to the gold stand- 
ard at a pace which was not contem- 
plated by those who had undertaken to 
control it. Denmark, however, is well 
satisfied with the result, and has now 


formally adopted the gold standard; 
Norway has almost reached it, but with 
great reluctance. In Belgium, on the 
other hand, the gold standard has been 
deliberately attained by way of stabiliza- 
tion of the Belgian franc at a devaluated 
rate. . . . The transition in Belgium has 
so far been very easy, and the country 
has not felt the ills which are normally 
connected with deflation . . .” 

“The prospect for the immediate fu 
ture (of British trade)” he said, “is not 
easy to forecast. In the iron and steel 
trades there are plenty of orders on hand 
and there is the prospect of an active 
and prosperous year.... The most 
anxious point in the outlook is probably 
the cotton trade. . . . Meanwhile, there 
are not wanting signs of revival; even 
the serious situation in China has not 
interfered with trade as much as would 
seem likely.” 

Finally, Mr. Leaf saw in the “Bankers 
Manifesto” on tariff, and the recent or 
ganization of the steel cartel in Europe, 
attempts by big business to find “some 
means by which it can attain to a freer 
interchange of products in spite of the 
artificial walls which the nations of Eu 
rope have been busy setting up to their 
deadly harm.” These cartels form “the 
only possible means of escape” but the 
task of setting them up in a way which 
will be acceptable to the public “is one 
which will call for all the statesmanship 
which is to be found among the leaders 
of the great industries both here and 
abroad.” 


OLD COLONY INVESTMENT TRUST 


HE Old Colony Corporation, Bos- 
ton, Mass., subsidiary of the Old 


Colony Trust Company, has re- 
cently organized an investment trust 
under the above name. The capitaliza- 
tion consists of $5,000,000, 447 per cent. 
debentures due February 1, 1947, $1,- 
000,000 preferred shares, par $100 (6 
per cent. cumulative) and 100,000 
shares of common stock, no par value. 


The debentures are the senior obli 
gation of the trust: junior to them will 
be issued 6 per cent. cumulative pre 
ferred shares (having a beneficial interest 
in the assets and earnings of the trust 
next junior to the debentures) and junior 
to these shares will be an issue of com 
mon shares. 

The preferred shares have been pur’ 
chased for cash at $120 a share and ac 
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crued dividend and are owned by the 
Old Colony Corporation. 

One half of the present issue of com- 
mon shares accompanies the preferred 
shares subscribed for by Old Colony 
Corporation. From the remaining one- 
half, one share of common will accom- 
pany each $100 debenture sold. 

The powers and duties of the trustees 
are defined in the prospectus as follows: 

“The trustees shall hold title to, and 
have the absolute control and manage- 
ment of all the property at any time 
belonging to this trust, subject only to 
the specific limitations contained in the 
trust agreement. They may invest and 
reinvest the trust fund in their uncon- 
trolled discretion, it being the intention 
to give them the utmost freedom in the 
choice of investments, in accordance with 
the terms of the trust agreement. 

“No investment or reinvestment shall 
be deemed improper because of its spec- 
ulative character or because a greater 
proportion of the trust is invested there- 
in than is usual for trustees or by rea- 
son of any interest, direct or indirect, 
which any trustee or any contributor 
or shareholder or depositary or old 
Colony Trust Company or Old Colony 
Corporation or any subsidiary or afhli- 
ated interest, either individually or in 
any representative or fiduciary capacity, 
may have therein, or by reason of any 
profit which they or any of them may 
make therefrom. Old Colony Trust 
Company and Old Colony Corporation 
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and any subsidiary or affliated interest 
or any trustee may buy from the trust 
and sell to others, any shares, debentures 
and obligations of the trust, in all re- 
spects as if no fiduciary relation existed, 
and no such transaction shall be consid- 
ered improper whether or not any profit 
is received.” 


REGIONAL SAVINGS CONFERENCE OF EASTERN 
DIVISION A. B. A. 


ASHINGTON, D. C., bankers 

are making elaborate plans for 

; the two-day regional savings 
conference of the eastern division of the 
American Bankers Association to be held 
in Washington April 7 and 8. Many 
bankers from throughout New England, 
the middle Atlantic and the south At- 
lantic states are expected to attend, and 
a general invitation is being sent, not 


alone to savings banks, but also to those 
institutions who maintain such depart- 
ments and are interested in savings sub- 
jects. 

Final arrangements are being made by 
Howard Moran, general chairman of the 
convention and chairman of the District 
of Columbia Bankers’ Association; W. 
R. Morehouse, president of the Savings 
Bank Division of the American Bankers 
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Association; and W. Espey Albig, dep- 
uty manager, American Bankers Asso- 
ciation. Mr. Morehouse will come from 


California to attend the conference and 
preside at the various meetings. 
The Washington banks are planning 


New Willard Hotel, Washington, 
D. C.,, headquarters for the regional 
savings conference of the eastern 


division, A. B. A. 


to entertain the various members of the 
conference. The New Willard Hotel 
will be the conference headquarters and 
reservations may be made through Lanier 
F. McLachlen, chairman of the hotel 
committee, c/o the McLachlen Banking 
Corporation, Washington, D. C. 

Mr. Moran, as general chairman, has 
working with him on the executive com- 
mittee of the conference all of the presi- 
dents of Washington banks who are 
members of the American Bankers As- 
“ciation, and has appointed the follow- 
ing persons as chairmen of various com- 
mittees: Harry V. Haynes, president the 
Farmers’ and Mechanics’ National Bank, 
reception committee; Joshua Evans, Jr., 
District National Bank, luncheons and 
dinner committee; L. P. McLachlen, 
president McLachlen Banking Corpora- 
tion, hotel reservations; George O. Vass, 


1927 
THE CORPORATION MANUAL 


Twenty-eighth Edition 


A systematic arrangement of the Statutes 
in all states affecting both Domestic and 
Foreign Business Corporations, The Uniform 
Stock Transfer Act, Blue Sky Laws, Anti- 
Trust Laws, Forms and Precedents. Strong 
Buckram binding, 2386 pages. 


United States Corporation Company 


150 Broadway, New York 


vice-president Riggs National Bank, 
registration committee; Edward J. 
McQuade, vice-president Liberty Na- 
tional Bank, entertainment committee; 
C. H. Doing, vice-president Washington 
Loan and Trust Company, committee on 
decorations; Frederick P. H. Siddons, 
secretary American Security and Trust 


Japanese cherry blossoms in bloom 
around Tidal Basin .and Washington 
Monument, Washington, D. C. 


Company, publicity and exhibits commit- 
tee; Oscar Collican, manager Washing- 
ton ofice G. M. P. Murphy Company; 
committee on automobiles; and Mrs. 
Howard Moran, ladies’ committee. 
Working with him, as a management 
committee, Mr. Moran has Harry V. 
Haynes, president of the Clearing flouse 
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as vice-chairman of the conference; 
Francis G. Addison, Jr., vice-president 
Security Savings and Commercial Na- 


—. 


tional Bank, as secretary; and Victor B. 
Deyber, president the Second National 
Bank as treasurer. 


MIDWEST REGIONAL SAVINGS CONFERENCE IN 
ST. LOUIS 


pleted for the Midwest Regional 

Savings Conference to be held 
in St. Louis, March 29 and 30, under 
the auspices of the American Bankers 
Association, according to H. H. Rein- 
hard, vice-president the National Bank 
of Commerce in St. Louis, who is chair- 
man of the arrangements committee. 

A well-balanced but busy two-day 
program has been scheduled for the 
representatives who are expected to at- 
tend from banks in sixteen states, includ- 
ing North and South Dakota, Nebraska, 
Kansas, Oklahoma, Texas, Minnesota, 
Wisconsin, Alabama, Iowa, Méissouri, 
Louisiana, Mississippi, Arkansas, Tennes- 
see and Illinois. 

The program for the St. Louis meet- 
ing includes speeches from leaders in 
the savings bank field and a number of 
round-table discussions, where everyday 
problems will be threshed out. The 
speakers and their subjects for March 
29 are: 

Address of welcome by John G. Lons- 
dale, president the National Bank of 
Commerce in St. Louis and head of the 
St. Louis Clearing House; address by 
W. R. Morehouse, president the Savings 
Bank Division of the American Bankers 
Association and vice-president the Se- 
curity Trust and Savings Bank, Los 
Angeles; “Competition for the Savings 
of the People,” by Rome C. Stephenson, 
president St. Joseph Loan and Trust 
Company, South Bend, Ind.; “Methods 
of Procuring New Business,” John W. 
Rubecamp, assistant cashier  Illinois- 
Merchants Trust Company, Chicago; 
“Building Savings Balances,” Gaylord F. 
Morse, assistant cashier State Bank, Chi- 
cago; address by Noble R. Jones, savings 
manager First National Bank of St. 


grey age have been com- 


Louis; “Organizing and Building a Say- 
ings Department,” Arthur R. Cooney, 
assistant vice-president Texarkana, 
(Tex.) National Bank; “The Value of 
Savings to the Community,” C. B. 
Mudd, cashier First National Bank, St. 
Charles, Mo.; “The Dilemma of Thrift,” 
F. S. Wettack, cashier First National 
Bank, Coffeyville, Kan. 

A banquet will be held on the evening 
of March 29, at which Walter B. Weis 
enburger, vice-president the National 
Bank of Commerce in St. Louis, will be 
toastmaster. Speakers at this gathering 
will be Fred N. Shepherd, executive man- 
ager of the American Bankers Associa’ 
tion, and Eugene Angert, a St. Louis 
attorney. 

The program for the second day will 


“Savings Bank Taxation and Other 
Handicaps,” W. S. Webb, president 
Missouri Savings Association Bank, 
Kansas City, Mo.; “Printed Figures 
Versus Pen and Ink,” Stephen C. 
Thorning, manager savings department, 
First National Bank, Kansas City, Mo.; 
“School Savings,” Paul S. Abt, vice: 
president Southern Illinois National 
Bank, East St. Louis, IIl.; “Fashions 
Have Changed in Savings,” Mrs. L. D. 
Sultzer, manager savings department, 
Mercantile Trust Company, St. Louis; 
“Developing the Bank's Personnel,” 
Fred W. Ellsworth, vice-president Hr 
bernia Bank and Trust Company, New 
Orleans; “Savings Bank Literature,” E. 
E. McCleish, president William Elliott 
Graves Company, Chicago; “Paid 
Space,” Charles H. Wetterau, assistant 
vice-president American National Bank, 
Nashville, Tenn.; “The Blue Sky 
Menace,” H. W. Riehl, manager Better 
Business Bureau, St. Louis. 
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WHAT BANKS AND BANKERS 
ARE DOING 


Harry L. HILYARD, an assistant vice- 
president of the Philadelphia-Girard 
National Bank, Philadelphia, has re- 
signed to study engineering. He will 
complete his course in engineering at 
Cornell University. 


WittiAM S. RYLAND, formerly vice- 
president State-Planters Bank and Trust 


WILLIAM §S. RYLAND 
President Citizens National Bank of 
Raleigh, N. C. 


Co, Richmond, Va., who resigned recent- 
ly to accept a similar position with the 
Citizens National Bank of Raleigh, N. 
C., has been made president of the latter 
institution, due to the death on January 
30, of Joseph G. Brown, formerly pres- 
ident. Mr. Ryland is one of the youngest 
bank presidents in the United States. 
The Raleigh Savings Bank, which for 
some years past has been controlled by 
the Citizens National Bank, is to be con- 
solidated with the latter, and the work- 
ing out of this merger will come under 
Mr. Ryland’s supervision. His recent 


experience in connection with the merger 
of the State and City Bank and Trust 
Company and the Planters National 
Bank last March will prove invaluable. 

Mr. Ryland began his banking career 
in 1907 with the National State Bank 
and, except for a brief period with the 
National City Bank of New York, has 
been continuously with that institution 
and its successors—the State and City 
Bank and Trust Company and the State- 
Planters Bank and Trust Company. He 
has risen steadily. In 1916 he was made 
an assistant cashier, and in May, 1919, 
was elected vice-president. 


C. H. HANDERSON 


President of the Financial Advertisers’ 

Association and assistant vice-president 

of the Union Trust Company, Cleve- 

land, Ohio, who spoke recently before 

the Boston and the Pittsburgh mem- 
bers of the F. A. A. 


Victor A. LERSNER has been elected 
president of the Bowery Savings Bank, 
New York, to succeed William E. Knox, 
who died recently. Mr. Lersner has been 
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executive vice-president of the institution 
since 1923, before which time he was 
comptroller of the Williamsburgh Sav- 
ings Bank. He was connected with the 
latter bank for thirty-six years, having 
started there as junior clerk. 

The new president was chairman of 
the centenary celebration committee of 





Victor A. LERSNER 
President the Bowery Savings Bank, 
New York. 


the American Bankers Association in 
1917 and was responsible for the thrift 
campaign for universal saving as an ap- 
propriate commemoration of the 100 
years of savings bank work in the United 
States. 
Savings Bank Section of the American 


Bankers Association and of the Savings 
Bank Association of the State of New 


York. 


JoHN E. HuHN has been elected presi- 
dent of the Liberty Insurance Bank, 
Louisville, Ky., to take the place of A. P. 


Winkler, who becomes chairman of the 


board. He is the youngest bank presi- 


dent in Louisville and has advanced to 


his present position from bank runner, 


He has been president of the 


which he became at the age of 14. He 
is now 46 years of age. 

Other changes in the bank personnel 
as a result of the election include R. M. 
Fible, vice-president of the bank, who 
becomes treasurer of the insurance com- 
pany while he retains his vice-presidency; 
W. S. Kohnhorst, cashier, who becomes a 
vice-president in addition to cashier; W. 
S. Kammerer, trust officer, who becomes 
a vice-president; Fred A. Diehl, assistant 
secretary of the insurance company, who 





JoHn E. HuHN 


President Liberty Insurance Bank, 
Louisville, Ky. 


becomes a vice-president of the com 
pany; John A. Heitmeyer, who becomes 
assistant secretary and John A. Reeb, 
who becomes assistant cashier of the 
bank. Theodore Ahrens, president ot 
the Standard Sanitary Company, was 
made a director in the bank. 


JosEPH KOHL, watchman of the City 
National Bank, Kankakee, Ill., has re’ 
stored to their owners, sums of money, 
checks and drafts amounting to $1400.33 
during the last year. Since Januaty, 
1922, when he began to keep account 
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of the amounts he found in the bank dur- 
ing banking hours, Mr. Kohl hus found 
and returned the sum of $6356.17. He 
makes note of any article he finds and at 
the end of the year turns over to the di- 





JosePpH Koni 
Watchman of the City National Bank, 
Kankakee, IIl. 


rectors a statement showing the amount 
of each find, its disposition and its final 
return to its owner. According to officers 
of the City National Bank, Mr. Kohl is 


the “best watchman in the world.” 


F. O. FoxcrorFT, cashier of the National 
Park Bank of New York, has been elect- 
ed chairman of the Bank Clerks’ Co- 
operative Building and Loan Association. 
William H. Judson, of Judson & Co., 
was appointed president; J. F. Flaacke 
of the Chemical National Bank and 
Thomas B. Nichols of the Chase Na- 
tional Bank were made vice-presidents; 
and C. Harry Minners, secretary and 
treasurer. 


DANIEL A. FREEMAN has been appointed 
assistant cashier and Harbeck Meeker, 
assistant manager of the 72nd street of- 


7 


fice of the National City Bank of New 
York. 


ROBERT WILLIAMSON has been appoint- 
ed trust officer of the Hamilton National 
Bank of New York, according to an- 
nouncement by Archibald C. Emery, 
president. Mr. Williamson has been 
employed for eight years in the trust 
department of the American Exchange 
Irving Trust Company, New York, 
where he was assistant secretary. He is 
a graduate of New York University. 


PHILIP P. EDwarDs, manager of the buy- 
ing department of the First Wisconsin 
Company, Milwaukee, Wis., has been 
elected vice-president of the First Wis- 
consin Trust Company, in charge of in- 
vestments. Mr. Edwards, who is a na- 





Puitip P. Epwarps 
Vice-president First Wisconsin Trust 
Company, Milwaukee, Wis. 


tive of Ohio, has been with the First 
Wisconsin Company since 1921. 

Prior to that time he spent a year with 
the New York Citizens’ Bureau where 
his work consisted of surveys of the busi- 
ness administration of public schools. He 











514 





THE BANKERS MAGAZINE 





is a graduate of Oberlin College and at- 
tended the school of business administra- 
tion of Columbia University. 





EARL ADAMS CLARK 


New business and advertising manager 
the City Trust Company of Indian- 
apolis, Ind. Mr. Clark began his bank- 
ing career with the Dickinson Trust 
Company, Richmond, Ind., where he 
had charge of the promotion of new 
business. During the war, Mr. Clark 
suggested the publication of army 
newspapers in every camp and was 
himself editor of the paper at Camp 
Zachary Taylor. 


NASHVILLE BANK ELECTS 


THE American National Bank of Nash- 
ville, Tenn., has announced the election 
of P. D. Houston as chairman of the 
board of directors and Paul M. Davis 
as president. 


DETROIT BANKS TO MERGE 


A SYNDICATE composed of directors of 
the Griswold National Bank, Detroit, 
has acquired control of the First State 
Bank of Detroit, preparatory to merging 
it with the former institution. The two 
banks have combined resources of $47,- 





000,000. George H. Kirchner, president 
of the First State Bank, will remain with 
the new institution as director and chair- 
man of the executive committee. 

Capital of the Griswold National is 
$2,000,000, surplus $1,000,000 and total 
resources $20,000,000. The capital of 
the First State Bank is $2,500,000, sur- 
plus $700,000 and total resources $27, 
917,000. 





WALLER HOLLADAY 


Vice-president the American National 
Bank and the American Trust Com- 
pany, Richmond, Va., who has ac- 
cepted, at the request of the Rich- 
mond City Democratic Committee, 
the nomination for senator from his 
district for a special session of the 
Legislature. 


STEVENS HEADS ILLINOIS 
MERCHANTS 


EUGENE M. STEvENS has been elected 
president of the Illinois Merchants 
Trust Company of Chicago, the bank 
which resulted from the consolidation 1n 
1923 of the Illinois Trust & Savings 
Bank, the Merchants Loan & Trust Com: 
pany and the Corn Exchange National 
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Bank. John J. Mitchell, formerly presi- 
dent, will become chairman of the board. 

Mr. Stevens is a native of Minnesota 
and became vice-president and manager 
of the bond department of the Illinois 
Trust & Savings Bank in 1917, when 
he had already become known in the in- 
vestment field by reason of his organ- 
ization and management of an investment 
house in Minneapolis. In the last ten 
years he has become a dominant figure 
in his institution. 

He is one of the founders of the In- 
vestment Bankers’ Association and has 
served it in a number of capacities. He 
is also a former president of the Bankers’ 


Club of Chicago. 


FISCAL AGENT FOR OREGON 


THE National Park Bank of New York 
has been appointed fiscal agent for the 
State of Oregon, beginning March 1, 
1927. All maturing bonds and coupons 
of the state should be presented at the 
National Park Bank after that time. 


TO HEAD CLEARING HOUSE 
COMMITTEE 


RICHARD S. HAWES, vice-president of the 
First National Bank in St. Louis, was re- 
elected chairman of the committee on 
management of the St. Louis Clearing 
House Association at a recent election 
of that group. Mr. Hawes was also 
elected vice-president of the association. 


CHASE NATIONAL TO OPEN 
NEW BRANCH 


ITs nineteenth New York City branch, 
in the new Graybar building in the 
Grand Central district, will be opened 
about May 1 by the Chase National 
Bank of New York, the second largest 
financial institution of its kind in the 
United States. George D. Graves, vice- 
presilent, will be in charge of the new 
Grand Central branch, which is the 
second to be established by the Chase 


National Bank in this zone. All forms 
of banking service now available in the 
main office of the bank will be offered 
in the new location. The new branch 
will occupy spacious quarters on the 
main floor of the Graybar building, which 
is the largest office structure in the world 
above ground. 

“The business of New York City can 
no longer be served adequately by large 





Georce D. GRAVES 


Vice-president Chase National Bank, 
New York City. 


banks in Wall Street and small unit 
banks uptown,” Albert H. Wiggin, 
chairman of the board of the Chase Na- 
tional Bank, said recently in explaining 
the bank’s expansion program. 

“The city of New York now has sev- 
eral important business centers, and 
there is business of great magnitude, par- 
ticularly in the 42nd and 16th street 
districts, which needs contact with the 
largest banks and which yet finds it in- 
convenient to do its banking in Wall 
Street. Our uptown branches are neces- 
sary to provide Chase service in con- 
venient form.” 
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NEW HOME FOR BRANCH 


THE American National Bank of Rich- 
mond, Va., has bought property on 
which it expects to begin immediately to 
build a home for its northside office and 
celebration of the fifth anniversary of 
the establishment of this branch, now 
located just across the street from its new 
site, will be made July 1 of this year in 
the new building, it is announced. 

One of the most modern branch offices 
in Richmond will be erected, it is said, 
and one of the features will be the 
“cageless counters” which have been 
adopted in a number of new bank build- 
ings. The building will be the fifth 
bank building to be erected in Richmond 
by the American National Bank and the 
American Trust Company. Two of the 
buildings are skyscrapers. 


TAMPA BANK PROMOTIONS 


R. J. BINNICKER, vice-president, has been 
elected president of the First National 
Bank of Tampa, Fla., and T. C. Talia- 
ferro, formerly president, has been ele- 
vated to the recently created office of the 
chairman of the board. At the same time 
R. W. Masters, cashier, was also elected 
trust officer; J. H. Boushall was elected 
assistant trust officer and W. M. Talia- 
ferro was added to the board of directors. 

T. C. Taliaferro will continue active 
in the direction of the bank. He was 
one of its organizers and has been its 
chief executive for forty-three years. 

Mr. Binnicker is a native Floridian, a 
distinction among Florida bank presi- 
dents. He was born in Marion County 
November 29, 1874. His first business 
experience was as a railroad agent and 
telegraph operator at the age of 18. He 
received various promotions and one of 
these took him to Tampa thirty years 
ago as chief clerk of the Atlantic Coast 
Line. From that affiliation he was grad- 
uated into banking as a bookkeeper for 
the First National Bank in 1903. He be- 
came assistant cashier in 1907 and cashier 
in 1908. For the last five years he has 
been vice-president. 


Chairman Taliaferro, on the occasion 
of his election, made this strong and dig- 
nified statement to the board of direc- 
tors: 

“It has been my rare privilege to 
serve South Florida’s first bank through- 
out its long history of forty-three years. 
I have seen Tampa grow from a little vil- 
lage to the splendid city it is today. 

“Confidence in the underlying sound- 
ness of Tampa and its trade territory led 
to the establishment of the First National 


R. J. BINNICKER 


President the First National Bank of 
Tampa, Fla. 


Bank of Tampa in those days of 1883. 
The same confidence has actuated every 
forward step, even to the erection of the 
new building which is now the banking 
home of thousands of Tampa people. 
That building is testimony to faith jus 
tified and faith continued; it typifies 
more than the growth of an institution, 
for it typifies the progress of Tampa. 

“By strict adherence to the highest 
banking ideals which have always been 
our constant guide, Tampa's further sub- 
stantial growth will be aided in the fu 
ture, as in the past, by the First Nav 
tional Bank.” 
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Starting in a rude wooden shack in 
1883 with a capital of $25,000 and initial 
deposits of $5636, the First National 
Bank, actually the first bank in south 
Florida, has become one of the state’s 
most prominent institutions, with re- 
sources of nearly $20,000,000. The 
exact figures from its report of December 
31 are $19,826,854, of which deposits 
are $17,053,971, capital $1,200,000 and 
surplus and profits $1,150,642. 

Developments after the founding of 
the bank came rapidly. It obtained a 
national charter on April 26, 1886, and 
erected Tampa’s first brick building at 
Washington and Franklin streets that 
year. In 1896, its quarters had been 
again outgrown and the third building 
was erected of Georgia marble at Frank- 
lin and Madison streets. 

In 1926, after more than than forty 
years of service to its community, the 
First National Bank of Tampa erected a 
modern office building at Franklin and 
Madison streets, one of the most hand- 
some, modern and completely equipped 
structures of its kind to be found any- 
where. 


F. A. A. TRUST DIVISION’S 
EXECUTIVE COMMITTEE 


THE recently organized Trust Develop- 
ment Division of the Financial Adver- 
tisers’ Association has completed the 
first stage of its organization and an- 
nounces the following executive com- 
mittee: Oliver J. Neibel, chairman, Com- 
merce Trust Company, Kansas City; T. 
E. Herrick, vice-chairman, Cleveland 
Trust Company, Cleveland; Paul La- 
ferty, secretary, Union Trust Company, 
Cleveland;R. §. Racey, Equitable Trust 
Company, New York City; A. Douglas 
Oliver, Provident Trust Company, 
Philadelphia; W. A. Stark, Union Trust 
Company, Cincinnati; F. R. Robinson, 
Guardian Trust Company, Detroit; H. 
F. Pelham, First National Bank, Flint; 
A. F. Young, Guardian Trust Company, 
Cleveland; H. W. Kitchell, Illinois Mer- 
chants Trust Company, Chicago; Samuel 


Witting, Continental & Commercial 
Trust and Savings Bank, Chicago; Sam- 
uel Marsh, First Trust & Savings Bank, 
Chicago; George M. Pyle, Union Trust 
Company, St. Louis; Wm. T. Cross, 
Bank of Italy, San Francisco; C. C. Lin- 
coln, Security Trust & Savings Bank, 
Los Angeles; J. E. Drew, Mercantile 
Trust Company, San Francisco; and R. 
M. Alton, United States National Bank, 
Portland, Ore. 

This new division is designed to bring 
about a common meeting ground for the 
men whose major duty is the develop- 
ment of trust business—partly or entirely 
through personal selling. 

The above committee is in effect the 
“steering committee” for this new divi- 
sion and is working on a program of 
assistance for the trust salesman. In the 
near future a meeting is planned to 
crystallize plans for the new division 
whose objective is to bring to trust sales- 
men a more thorough understanding of 
their mutual problems and the various 
solutions in this new field of personal 
salesmanship. 


ACCEPTANCE BANK EARNINGS 
GROW 


ACCEPTANCE houses in general had 
greater earnings in 1926 than in previous 
years despite the fact that, according to 
the Wall Street Journal, the volume of 
acceptances outstanding has been run- 
ning smaller. For the most part, how- 
ever, larger earnings were due to the fact 
that these houses extended their activities 
into other fields, such as syndicate opera- 
tions, including flotation of foreign is- 
sues, and trading in securities. 

There are few what might be called 
purely acceptances houses in the United 
States, comparable to the real acceptance, 
or merchant banking, houses of Europe. 
Nearly all the leading banks, trust com- 
panies and private banks now do an ac- 
ceptance business, but in most cases ac- 
cepting is a “side line” with them. 
Special provisions under the banking 
laws empower the national and state in- 
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stitutions to accept bills of exchange. 
Of original acceptance houses, the 
largest are International Acceptance 
Bank, Kidder, Peabody Acceptance 
Corp., J. Henry Schroder Banking 
Corp., French-American Banking Corp. 
and Huth & Co. Houses such as J. P. 
Morgan & Co., Brown Bros. & Co., 
Goldman, Sachs & Co., Heidelbach, 
Ickelheimer & Co., accept on a large 
scale, but they have for many years also 
undertaken other financial operations. 
ccording to the American Accept- 
ance Council, which is designed to fur- 
ther the acceptance business generally, 
volume of bills outstanding at close of 
last year was $751,365,000 as reported 
by the principal accepting banks through- 
out the country, compared with $773,- 
735,600 at the close of 1925. 


BARNESON & CO. OPEN OFFICE 
IN SAN FRANCISCO 


J. J. BARNESON & Co., for many years 
one of Los Angeles’ financial institutions, 


has opened an office in the Barneson 
building, 256 Montgomery street, San 


Francisco. The firm consists of H. J. 
Barneson and C. C. Streeter, with 
Thomas H. Work as the San Francisco 
manager. 

A feature of the office is the location 
of the boards quoting the stocks of the 
New York Stock Exchange and the Los 
Angeles and San Francisco exchanges. 
The New York board occupies the entire 
width of the room and all three are 
placed so that they may be easi:y read 
from all parts of the room. The com- 
pany is a member of the three exchanges 
above mentioned. 


NEW TELEPHONE ATTACHMENT 
ON THE MARKET 


THE Tauk-Lo is a new invention used to 
supplement telephone service. Attached 
to the standard mouthpiece, it forms an 
enlarged mouthpiece that collects and 
concentrates a larger volume of the voice 
to the phone, thus enabling the speaker 


to speak in the lowest possible voice 
which furnishes ample volume for the 
hearer and, by talking directly into the 
mouthpiece in a low tone, privacy of 
conversation. 

The transmitted conversation is clear 
in tone and assures accuracy of conversa- 
tion. The Tauk-Lo is so constructed that 
room noises are shut out of the trans- 





~~ 


The Tauk-Lo, a new telephone 
attachment. 


mitter, thus improving the speaking and 
hearing. The Tauk-Lo has been thorough- 
ly tested by acoustic experts, and per’ 
formance under all circumstances is as’ 
sured. 

The attachment is made in aluminum, 
nickel-silver, non-corrosive brass and 
gold, including name engraved, and 
comes mounted on a standard mouthpiece 
ready for easy installation. The price is 
placed so that large or small offices can 
afford to equip all their phones. 

The Tauk-Lo Company of 33 West 
42nd street, New York, is the manufac: 
turer and distributor. 


NATIONAL CITY COMPANY 
ADDS COMMON STOCK 


SELECTED common stocks have been 
added by the National City Company, 
New York, to the list of securities it 
recommends to the public for investment, 
and the initial step has been taken in 
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offering to investors the common stock of 
the Southern Railway. Previously it has 
been the National City Company’s policy 
to restrict stock recommendations to a 
few preferred issues. 

President Charles E. Mitchell in ex- 
plaining his company’s departure from 
old methods, says that the change of 
policy is due to a belief on the part of 
the National City Company that certain 
common stocks in prosperous companies 
can be classified as sound investments. 

The change, he says, is made in re- 
sponse to a demand on the part of the 
National City Company’s clientele. 
“Our salesmen are constantly asked to 
recommend a good common stock for in- 
vestment,”” Mr. Mitchell asserted in a 
statement just issued. “As investment 
specialists, we shall now be able to guide 
their commitments in that field as we 
have always done in respect to preferred 
stocks. It was partly with this in mind 


that the National City Company last 
year made extensive purchases of the 
rights to subscribe to the new $10,000,- 


000 issue of Southern Railway common 
stock and has offered such stock to a por- 
tion of its clientele.” 


GUARANTY TRUST PLANS 
CAPITAL INCREASE# 


THE board of directors of the Guaranty 
Trust Company, New York, has ap- 
proved a plan for increasing the capital 
stock from $25,000,000 to $30,000,000. 
At the same time the regular dividend 
was increased from $12 to $16 per share. 

The increase of capital stock, being 
$5,000,000, or 50,000 shares, will be of- 
fered to stockholders of record at the 
close of business March 11, 1927, at 
$200 a share, for subscription and pay- 
ment ratably in the proportion of their 
respective holdings. The date of the is- 
sue of the $5,000,000 increase will be 
April 11, 1927, payment to be made on 
or before that date. 

Thus, if the plan is approved, each 
stockholder of record at the close of 
business on Friday, March 11, 1927, will 


be entitled to subscribe for one new share 
of stock at the price of $200 a share for 
each five shares of stock held by him. 
The proposed increase will add $5,000,- 
000 to the capital and $5,000,000 to the 
surplus of the company. The directors 
have also voted to transfer to the surplus 
fund of the company, from undivided 
profits, the further sum of $5,000,000. 
Accordingly, upon the increase of the 
amount of capital stock as planned, the 
company will have a capital of $30,000,- 
000 and a surplus fund of $30,000,000. 


Date GRAHAM 
Advertising manager the Mississippi 
Valley Trust Company, St. Louis, 
was the principal speaker before a 
meeting of the Chicago members of 
the Financial Advertisers’ Association 
recently. His subject was “Peaches 
and Lemons from the Garden of Finan- 

cial Advertising.” 


SEWARD NATIONAL BANK 
OPENS IN NEW YORK 


THE Seward National Bank of New 
York, located at Fourth avenue and 30th 
street, opened for business March 7, giv- 
ing mid-town New York a new national 
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bank. The bank was organized “to ren- 
der a personalized head-office banking 
service to mid-town business and to pro- 
vide a convenient banking home for resi- 
dents of the Fourth avenue-Park avenue 
district.” After January 1, 1928, the 
bank will be located in the Two Park 
Avenue building, now in the course of 
construction. 

Alexander Stewart Webb is president 
of the new bank and Clayton Lawrence 
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ALEXANDER STEWART WEBB 


President the Seward National Bank, 
New York. 


Moak, vice-president. Directors include 
Howard E. Atterbury, president Atter- 
bury Bros.; Charles C. Davis, vice- 
president Eaton, Crane & Pike Co.; 
Charles A. Ernst, former president 
American Viscose Co.; R. W. Evans, 
president R. W. Evans Co.; Byron E. 
Hepler, vice-president and treasurer Hope 
Engineering and Supply Co.; Patrick 
McGovern, president Patrick McGovern, 
Inc.; Clayton Lawrence Moak, vice- 
president; Patrick F. Murphy; president 
Mark Cross Co.; Henry W. Nuckols, 
vice-president Valvoline Oil Co.; Lionel 


F. Straus, president F. A. Straus & Co., 
Inc.; Arlen G. Swiger, Willcox @ 
Swiger; William B. Warner, president 
McCall Corporation; Alexander Stewart 
Webb, president. 


HANOVER BANK ACQUIRES 
ELEVEN BRANCHES 


THE Hanover National Bank of New 
York has entered the branch banking 
field by its purchase of the Greenwich 
Bank, giving it eleven branches situated 
at points from Fulton and William 
streets downtown to 79th street and Lex- 
ington avenue uptown. During the 
seventy-five years in which it has been in 
existence, the Hanover has never before 
occupied quarters other than at Pine 
and Nassau streets, where its building is 
located. 

The present consolidation did not in- 
volve an exchange of stock, as have some 
mergers, but was a direct purchase. The 
Hanover acquired more than two-thirds 
of the stock of the Greenwich chain and 
is bidding for the minority holdings. 
There will be no issuance of new stock 
by the Hanover and the new chain will 
be known as the Hanover National Bank, 
the Greenwich name having been 
dropped. 

The consolidation brings together two 
of the oldest banks in New York City. 
The Greenwich Bank was established in 
1830 and its various offices serve widely 
diversified lines of industry. Control of 
the Greenwich Bank has rested with the 
Hanover for years, but it was only re- 
cently that the decision was reached to 
buy in additional stock and effect a for- 
mal consolidation. 

The Hanover National Bank, as of 
December 31, 1926, reported total re- 
sources of $195,018,107. Its capital is 
$5,000,000; surplus fund, $15,000,000, 
and undivided profits, $11,605,077, giv 
ing it more than $31,000,000 of capital 
funds. The latest statement of the 
Greenwich Bank lists capital as $1,000,’ 
000, surplus as $2,600,000, and total re- 


(Continued on page 525) 
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Monumental building of the Greenwich Savings Bank at Broadway and 36th street 
New York. 
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Meriden Savings Bank, Meriden, Conn. 


two views above illustrate in an interesting way two different types of interior 
The top view is the so-called island type of layout with the working 
and tellers cages surrounded by the public lobby. In the bottom view the 
c space is in the center and is surrounded by the cages and working quarters 
soth banks were designed by Holmes & Winslow, architects, New York. 
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New Colonial bank building being erected for the Randolph Savings Bank, 
Randolph, Mass. 
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An interior suggestive of early American character provides the Nazareth National ene 
Bank of Nazareth, Pa., with a most inviting bank room. The blues and ivories : : 

introduced in the cornice give delightful relief to the light colors of the walls and 

counterscreen. The directors’ room is situated on a mezzanine in the front portion 

of the building, the mezzanine at the rear will be utilized later as a work space. 
This building was designed and erected under the supervision of Mowbray & Dur 
Uffinger, Inc., bank specialists, New York City. Devii 
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Architect's drawing showing the new building to be erected this year for the 
Fairfield Trust Company, Fairfield, Conn. The building will be constructed of red 
brick and the old Colonial spirit will pervade the interior as well as the exterior. 
The floor in the public space of the banking room will be laid in squares of alternate 
black Belgian marble and white marble, while the counterscreen will be constructed 
of black and gold marble; the superstructure will be of gold bronze and glass. The 
furniture and cabinet work will be of high grade mahogany, and the vaults will be 
commodious and of the most approved construction. Construction work will begin 
in March and the new building will be occupied late in the fall. The bank was 
designed by and will be erected under the supervision of Morgan, French & Co., Inc., 
architects and engineers, New York. 


WHAT BANKS AND BANKERS ARE DOING 


(Continued from page 520) 





sources as $32,527,026. Its deposits are 
$28,470,247. 

The offices of the Greenwich Bank are 
at Fulton and William streets, 97 War- 
ren street, 260 West Broadway, 402 
Hudson street, 874 Broadway, 220 
Seventh avenue, 136 East 34th street, 
596 Sixth avenue, 224 West 47th street, 
773 Third avenue and 151 East 79th 
street. 


CHICAGO FIRM MOVES 


Due to their rapid growth last year, 
Devlin, Merrill, Price & Bennett, Inc., 


financial sales and advertising counselors 
of Chicago, have moved from the Wrig- 
ley building to larger quarters in the 
Lake Michigan building, 180 North 
Michigan avenue. The firm is known 
chiefly for its campaign to install a serv- 
ice charge on unprofitable checking ac- 
counts. This campaign has been used in 
a number of middlewestern cities. 


PITTSBURGH BANKS UNITE 


Directors of the Bank of Pittsburgh, 
N. A., and of the Columbia National 
Bank, Pittsburgh, have approved a plan 








526 THE BANKERS MAGAZINE 





for the consolidation of the two institu- 
tions which was to have been presented 
to stockholders of the two banks on 


fo} UNDERWODD & UNDERWOOD 


Gates W. McGarrRaAH 


Chairman of the Board of Directors 
of the Federal Reserve Bank of 
New York. 


Mr. McGarrah, who has recently been 
appointed Class C Director and 
Chairman of the Board of the Fed- 
eral Reserve Bank of New York and 
Federal Reserve Agent, is fitted for 
his new position by more than forty 
years’ New York banking experience. 
At the time of his appointment he was 
chairman of the executive committee 
of the Chase National Bank, which 
connection he will sever May 1 to take 
up his new duties. At the time of the 
organization of the Federal Reserve 
System, in 1914, Mr. McGarrah was 
president of the Mechanics & Metals 
National Bank, New York. He later 
became chairman of the board of that 
institution and, on its merging with 
the Chase, assumed his present posi- 
tion with the Chase National Bank. 
For three years he was a Ciass A 
director of the Federal Reserve Bank 
of New York and in 1924 was chosen 
the American member of the general 
council for the Reichsbank, under the 
Dawes Plan. 


March 4. If ratified the merger was to 
become effective March 7. 

The name of the new institution will 
be the Bank of Pittsburgh, N. A. The 
acquisition of the Columbia National 
will increase deposits by $11,000,000, 
making the total $65,000,000, based on 
statements of December 31, 1926. 


A. O. CORBIN TO HEAD FOREIGN 
INVESTMENT TRUST 


ALFRED QO. CorBIN, member of the in- 
vestment banking firm of F. J. Lisman @ 
Co., New York, has been elected presi- 
dent of the First Federal Foreign Invest- 
ment Trust New York. The board of di- 
rectors includes, in addition to Mr. Cor- 
bin, F. J. Lisman, senior partner of F. J. 
Lisman & Co., chairman; Col. Benjamin 
F. Castle, vice-president and_ general 
manager; Julian M. Gerard, chairman 
Central Mercantile Bank and Trust 
Company; Charles A. Marshall of Hines, 
Rearick, Dorr, Travis €& Marshall; 


Mitchell May of F. J. Lisman & Co.; 
and James T. Monahan, vice-president 


Chatham Phenix National Bank and 
Trust Company. 


Mr. Corbin has come rapidly to the 


front in the financial affairs of this coun- 


try. He has done much to interest 
American investors in international 
methods and foreign bonds, as well as to 
list many American issues on the Am 
sterdam Stock Exchange. He is consid 
ered a master salesman, having sold 
American and European bonds in prac’ 
tically all parts of the world, and for 
his work in placing French bonds during 
the war he was decorated by the French 
Government. The early training received 
while with Sperling & Co. of England 
after his graduation from Groningen 
University, with the degree of doctor 
of law, stood Mr. Corbin in good stead 
when he was invited to New York in 
1915 to organize the foreign department 
of A. B. Leach & Co., of which he was 
manager for five years. In 1921 he be 
came a partner of F. J. Lisman & Co. | 

Mr. Corbin has written a number 0! 
books on financial subjects, possibly the 
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